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Intriguing parallels - 
with the 1930s ^ 
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Australian election 
called as currency 
hits record low 

Australian prime minister John 
Howard caned an early national 
election for October 3 amid fears 
among his conservative Liberal* 
National coalition that the econ- 
omy could deteriorate more rap- 
idly next year. The announce- 
ment came after (he Australian 
dollar reached a record low of 55 
US cents. Page 12 

Kabila visits Zimbabwe 
President Laurent Kabila of the 
Democratic Republic of the 
Congo arrived In Zimbabwe for 
talks with President Robert 
Mugabe, who has given him mili- 
tary backing against Tutsi-led 
rebels. News ignored, Page 4 

Palestinians execute brothers 
The Palestinian Authority exe- 
cuted two Palestinian brothers in 
Gaza after they were convicted 
of murdering two brothers of 
another family. Page 4 

Call for second airport 
Amsterdam's Schipbol airport 
and Dutch flagship carrier KLM 
are working on a FI 35bn 
($17.2bn) plan for a second, big- 
ger national airport Page 4 

Northwest pilots strike 
Air travellers in the US Midwest 
face disruption after 6,200 North- 
west Airlines pitots went on strike 
after talks with the company over 
a new labour agreement broke 
down. Page 4 

Israel set for tough budget 
Israeli cabinet ministers are set 
to present demands for the 1999 
budget to finance minister Yaa- 
kov Neeman, who is determined 
to trim the country's deficit 
Page 4 

Bangladesh faces more floods 
Bangladesh was braced for fur- 
ther flooding as swollen rivers 
threatened to add to the havoc 
wreaked by torrential rains. 
Roods have killed more than 400 
people. Page 4 

Labour ahead in Malta 
An opinion poll put Malta's ruling 
Labour party slightly ahead of the 
Nationalist party In the run-up to 
Saturday's general election. 

Sudanese rebels release prisoners 
The Sudan army said the rebel 
Sudan People’s Liberation Army 
had released 77 prisoners of war. 
The SPLA has been fighting the 
Islamic government for 15 years. 

Ah crash toll rises 
The death toll from the crash of a 
Cuban aircraft at Ecuador's Quito 
airport rose to 79. The Russian- 
made Tupolev crashed into a 
children's soccer game before 
exploding. The dead included 
five players and five other people 
on the ground. 

Quarantine rates may end 
The UK government is set to 
scrap Britain's quarantine laws 
for pets, in a move that will allow 
vaccinated animals to travel 
freely across the European 
Union. Page 5 

British vice-consul quits 
Britain's vice-consul on the 
Spanish holiday island of Ibiza 
resigned. Michael Birkett said he 
was ashamed to be British after 
dealing with so many “degener- 
ate" British tourists. 

ftiff wins Belgian grand prix 
Briton Damon Hill in a Jordan 
won the Belgian grand prix. 
which had to be restarted after a 
22 -car crash on the first lap. Ger- 
man Michael Schumacher was 
leading in the 25th lap in a Ferr- 
ari when he crashed into Scot 
David Coutthard's McLaren and 
lost a wheel. Schumacher had to 
be restrained in the pits when he 
tried to confront Coulthard. 
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Hus ctEBt shows the offldal 
interest rates of Bie 11 
countries that w# partcqnte 
Bt Ecn$e's forthcoming 
sngte currency Analysts 
aneyed by Stinted & 
Poor's MU$ expect the shot 
-term interest rates nf the 11 
countries to omveme at a 

3.75% initial rato for the 
European Central Bank at the 
beginning of 1999 


Enacted cowagenre rate |3 75%) 

Euro prices. Page 19 
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No smoking 
Can addicts cope with 
the airlines’ bans? 
Business Travel, Page 8 



Wiliam Ste^re 
More th4^4\, 
Mr ViagraSs^ 
Profile, Page 6 




British managers 
Ignorant of all 
their peers 

LucyKellaway,Page6 


Acquisitive AMP 
looks for UK fit in 
financial services 

AMP, the life and financial 
services group which last week 
launched Australia's biggest 
takeover bid with an AS3bn offer 
for general insurer GIO Australia 
Holdings, is planning another UK 
acquisition. In London, Norwich 
Union shares rose on speculation 
that the UK insurer was in talks 
with AMP. Page 13 

SeHa of France, maker of 
Gauloises cigarettes, closed Its 
factory at Chfrteauroux after 140 
years, acknowledging a trend 
away from dark tobacco. It sold 
over 21 bn cigarettes worldwide 
in 1997, with lighter tobacco 
accounting for 16.2bn. Page 12 

ScottishTetecom, a subsidiary 
wing of Scottish Power, the elec- 
tricity generator, is understood to 
be interested in buying Racai 
Telecom, the telecommunications 
arm of Racai Electronics. It is 
expected to fetch £750m to 
£800m ($1.32bn). Page 14 

Pat: 6 roup, the Irish supplier of 
contract pilots to commercial air- 
lines which is to be listed on the 
London and Dublin stock 
exchanges next month, is being 
sued by Iraq over a healthcare 
contract terminated during the 
Gulf war in 1991. Page 14 

TeJeDanmark, the Danish 
telecoms group in which Ameri- 
tech of the US has a 41 per cent 
controlling stake, lifted first-half 
pre-tax profits from DKr1.84bn to 
DKr3.06bn ($450m) and net prof- 
its from DKr1.05bn to DKr1.96bn. 
Page 15 

M&G, one the UK's largest retail 
fund managers, has warned it will 
be unable to offer trie govern- 
ment’s planned benchmarked 
Individual Savings Account 
because its computer system will 
not be able to handle the single- 
price standard. Page 13 

KPN, the Dutch telecoms group, 
has pulled out of the bidding for 
a strategic shareholding in Rom 
Telecom, Romania's state-owned 
telephone operator. Page 15 

Baik creditors of Skoda Plzen, 
the Czech Republic’s biggest 
engineering company, have taken 
control of the troubled compa- 
ny's board. Page 15 

Hiflsdcwn Holdings, the food, 
furniture and distribution group, 
confirmed plans to demerge its 
chilled foods and Fairview 
Homes building businesses. 

Page 14 

Australian arms of Mobil Oil of 
the US and Shell, the Anglo- 
Dutch group, said they would 
combine their refining operations 
in a 50:50 joint venture with 
assets worth more than A$2bn 
(US$1. Ibn). Page 14 

The State Bank of Vietnam began 
an attempt to restructure its trou- 
bled private banking sector under 
new regulations that require more 
than 50 private and semi-private 
banks to submit their accounts 
by September 30. Page 4 

The Venezuelan government is 
preparing for a meeting with 
Mexican and Saudi Arabian offi- 
cials to discuss ways to halt the 
fall in world oil prices. The move 
comes amid increasing domestic 
pressure on Caracas to rescind 
production cuts promised in ear- 
lier talks with producers. Page 4; 
Losing its grip. Page 15 


Lex on world capitalism 

Why the international financial 
system needs reform 

Page 12 


Russian Comm u ni s ts threaten deal 

Chernomyrdin offers political concessions in return for parliament’s approval of new government 


By John Thomhil m Moscow 




Russia’s powerful Communist 
party last night launched a high- 
stakes game of brinkmanship by 
threatening to scupper a political 
compromise hammered out yes- 
terday between Victor Cherno- 
myrdin, the country's acting 
prime minister, and parliamen- 
tary leaders. 

Gennady Zuganov, leader of 
the Communists, the biggest par- 
liamentary faction, said the com- 
promise deal - which, if 
approved, promises radical 
changes to the constitution In 
return for swift approval of a 
new government - did not con- 
tain sufficient guarantees to win 
its support His stance threatened 
to prolong the country's damag- 
ing political crisis. 

Russia's parliament will today 
debate whether to approve Mr 
Chernomyrdin's re-appointment 
as prime minister five months 
after he was sacked. If that is 
agreed, Mr Chernomyrdin' would ; 
then be free to appoint ministers' 
to grapple with Russia’s worsen- 
ing financial crisis and try to pre- 
vent the rouble collapsing and 
Inflation spinning out of control. 

Over the weekend be appointed 
Boris Fyodorov, the reformist 
acting deputy prime minister, 
and handed him prime responsi- 
bility for tackling Russia’s eco- 
nomic problems and negotiating 
with the IMF. 

After intense talks with the 
leaders of both houses of parlia- 
ment and aides of President Boris 
Yeltsin over the weekend. Mr 
Chernomyrdin agreed a seem- 
ingly significant document which 
promised to rebalance Russia’s 
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Russian miners bang helmets on the (pound b> Rad Square afar a ma r ch through Moscow ynatwday ' 
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constitution and shift powers 
from the presidency towards par- 
liament. Under the agreement, 
the president would cede more 
power to parliament to shape the 
cabinet although he would retain 
the right to appoint the foreign, 
defence and interim * ministers as 
wen as the bead of the security 
services. The president would 
also agree not to dissolve the 
Duma, the Iowa 1 house of parlia- 


ment, befdre its term expires in 
December 1999. 'hi return. MPs 
would not propose a vote of- no . 
confidence in the government 
over the "same period. : - 
Grigory Yavlinsky, leader of 
the liberal Yabloko party, said 
although, the document co ntained 
some good intentions it (fid not 
have -practical significance. He 
speculated it was intended as a 
“fig leaf to allow some Commu- 


nist MPs to support Mr Chemo 
myrdin’s candidacy. Mr Yavlin- 
sky said bis party would oppose 
Mr Chernomyrdin's appointment 
“He bears full responsibility for 
the fiinmriaUawMiwwc sttuatlon- 
in 7 Hp country «t>h ^ creation 
of a semi-oligarchic, semi-crimi- 
nal economic system... we wifi 
not enter into such a team -of 
saviours." 

But Mr Chernomyrdin was oar 
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tain to win the support of the 
Our Is Russia movement, 

which be leads. He might also 
have persuaded the ultra-nation- 
alist Liberal Democratic party of 
Russia to hwfik his appointment 

The tentative compromise deal 
. would also need, the approval of 
Pteddent. Yeltsin, who has vowed 
he- would never tamper with the 
1993 constitution while he 
remained in office. The Kremlin 
said' Mr Yeltsin would give his 
reply ta the proposals today. 

■ : 'The ; con tinuing political tur- 
moil in Russih casts a shadow 
over this -week’s visit io Moscow 
of'iTJB President. Bill Clinton. Mr 
Cainton ^promised the .US would 
obntfnue-to lend Russia a' helping 
Ti^dlhrough the “dark night" 
anted; so long as the country con- 
tlnub(J:ori;the path of reform. 

US. officials reacted, cautiously 
. yesterdsy 'to the Chernomyrdin 
ideal, warning that U5> support 
would (fapghri on the new admin- 
istration's ■ economic pnffrfgg. 

‘ Lawrtnce Suimiiecs, deputy US 
treasury secretory, emphasised 
that the US believed Russia hdd 
no alternative but to continue to 
work to establish, the rule of law, 
limit -. corruption and try to 
improve conditions for private 
enterprise. “What is crucial is not 
words at tins point, but actions.” 
he said. 


1 IK exchange moves to curb currency raids. 


By John Ridding and Louse Lucas 
in Hong Kong 

New rules will be introduced 
today by the Hong Kong Futures 
Exchange in an attempt to curb 
speculation against the 
territory’s currency, which Is at 
the centre of a fierce battle in 
financial markets. 

The rules include a sharp 
increase in the cost of holding 
large futures positions. Although 
the exchange denied the 
measures had been prompted by 
government pressure, they may 
add to concerns about the admin- 
istration’s intervention in finan- 
cial markets. The Hong Kopg 
government has been using the 


territory’s foreign exchange 
reserves, to buy shares to defend 
the territory’s currency. 

After an escalation on Friday, 
when US$7bn was spent by the 
financial authorities, the battle is 
expected to continue this week. 
China promised at the weekend 
to help Hong Kong in its battle 
against speculators in the first 
dear sign that it may be pre- 
pared to use some of its US$140bn 
foreign exchange reserves to help 
prop up the currency. 

Li Guobln, a senior Chinese 
government economist, accused 
international fund companies of 
spreading lies and rumours about 
a possible devaluation of China's 
renminbi currency which he said 


were aimed at undermining the The holding of significant • 
Bong Kong dollar. - -.vVr. w ; j- stakes raises issues concerning 
: Meanwhile: heavy ^Anm***- «f vntgwwa . 

in the stock market, which- totals HKMA is tire terr ft oi y 'B bahkmg 
estimated US$13bn-$l<bn, has regulator. It also raises worries 
sbaqe the Hong Kong government about an overhang of shares that 
gi significant shareholder in some' could depress investor sentiment, 
of the territory’s blue chip com- atthouifo officials have signalled 
paples. according to traders and they are prepared to' -retain 
fluid managers in Hong Kong and - shar es for the long term. 

London. The government says specula- 

■ Joseph Yam, chief executive of tors are manipulating the terri- 


tbe Hong Kong Monetary Author- 
ity, said yesterday that stakes 
would be disclosed as and when 
required. But traders said share 
purchases since August 14 could 
have led to the government hold- 
ing stakes of more than 5 per- 
cent In some companies. : 


lory’s financial markets through 
a “double play" - taking large, 
short positions in share futures 
while selling the currency to 
force a rise in interest rates 
through the currency board 
exchange rate mechanism. With 
the stock market dominated by 


property-related companies, that 
depresses shares. The exchange 
a shar p 

"rise in thentfmber of futures con- 
tracts and was trying -to avoid 
the concent ra t i on of contracts. 

Under the new rules, a special 
margin surcharge of 150 per cent 
will : be imposed an futures posi- 
tions exceeding IOJOOO contracts. 
This will .take' effect from the 
close of trade tomorrow. 

The intervention has drawn 
criticism from international 
investors, who argue it distorts 
the operations of the market 

Market ftgit, Page 3 
M tar L d Co mment, Page 11 
Obsenier, Page- 11 


Net address may be 
home to depression 


By Richard Waters hi New York 

Warning: the internet could be 
bad for your psychological 
health. In particular, it may 
increase your sense of loneliness 
and depression, cause you to 
drop friendships and weaken 
your bonds with members of 
your immediate family. 

These are the findings of a US 
academic study that claims to 
represent the first widespread 
investigation of the social impact 
of going online. Too much time 
spent using e-mail and loitering 
in online chat rooms appears to 
degrade most people's social 
lives, according to Robert Kraut, 
a social psychology professor at 
Carnegie Mellon University, who 
led the study. 

Socialising via computer screen 
turns out to be less fulfilling than 
other methods of human interac- 
tion. “It’s like spending all of 
your life at a cocktail party," Prof 
Kraut said yesterday. 

The study, to be published in 
the journal of the American Psy- 
chological Association, attempted 
to measure the effects of the 
internet on the social and 
psychological well-being of a 
broad group of people over a 
period of two years. 

Participants were asked to say 
how depressed and lonely the; 
felt at the beginning of the period 
and at the end. They were also 
asked about the breadth of their 
social circle. In each area, the 
researchers claim to have found 
a statistically significant deterio- 


ration linked to the amount of 
time spent online - even though 
most people said they used the 
internet mainly for social activi- 
ties such as communicating 
through e-mail and parti dpa ting 
In chat rooms. 

The effects of this cyber- 
malaise were not spread evenly - 
teenagers appeared to suffer 
more than other people, perhaps 
because they spend more time In 
chat rooms. The Carnegie Mellon 
study did not try to identify the 
reasons for the apparent anti-so- 
cial effects of the internet. How- 
ever, the researchers offer two 
possible causes. One is that time 
spent in front of a computer 
screen further reduces the 
amount of time devoted to direct 
human contact That makes U no 
different from television. “It’s 
one more thing taking you away 
from real life,” said Prof Kraut 

Another possible explanation is 
that online relationships are less 
fulfilling flian foce-tofo ce 
They often involve strangers or 
are limited to very narrow sub- 
jects. Without visual or aural 
links, communication is less rich 
than face to face or even over the 
telephone. “The result is more 
degraded social Interaction,'* 
according to Prof Kraut 

The results of the academic 
study also seem likely to induce a 
mild state of depression among 
its sponsors - a range of com- 
panies, including Intel and 
AT&T, whose future prosperity 
depends in no small part an the 
advance of the internet 
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RUSSIAN FINANCIAL CRISIS FORMER ARGENTINE ECONOMY MINISTER ACCEPTS INVITATION FROM KREMLIN 


Cavallo steps in to advise Moscow 


EiiRnPF AN CENTRAL BAN K MEETING 
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By Ken Warn to Bustos Aims 


Domingo Cavallo. 
Argentina's former economy 
minister, is due in Moscow 
tomorrow after accepting an 
imitation from the Russian 
authorities to advise on the 
country's deepening eco- 
nomic crisis. 

Fie was scheduled to hold 
discussions with senior Bra- 


zilian officials yesterday 
before leaving for Russia. 

Mr Cavallo was the archi- 
tect of Argentina’s success- 
ful currency board system, 
which pegs the peso at par 
to the doDar. “Let’s hope I 
can help improve the situa- 
tion in Russia," be said. 

The idea of a currency 
board to stop the collapse of 
the rouble has been backed 


by a number of economists, 
but is likely to meet furious 
political opposition in 
Moscow. It would mean fix- 
ing the rouble rigidly to an 
external currency - proba- 
bly the dollar - and thus 
effectively giving up all mon- 
etary sovereignty. “For the 
(Russian] Duma, that would 
be about 25 bridges too far," 
according to one western 


diplomat in Moscow. 

Against that must be put 
the success of the policy in 
Argentina. There the cur- 
rency board, introduced in 
April 2992 in the face of 
International Monetary 
Fund scepticism, rapidly 
quashed hyperinflation, 
reducing annual price rises 
to one of the lowest levels in 
the world. 


With President Carlos 
Menem. Mr Cavallo also pre- 
sided over a privatisation 
programme that largely dis- 
mantled the corporatist state 
set up under General Juan 
Domingo Pectin. 

The policy mix ushered in 
a period of high economic 
growth, interrupted only by 
the 1996 “Tequila" crisis. 
However. Mr Cavallo and Mr 


Menaar fell out over issues 
such, as cotrnptian and Mr 
Cavallo was fired in June 
1996, subsequently forming 
his own political party. 

Mr Menem at the weekend 
said he was happy Mr 
Cavallo had been called ter 
advise Russia. “Clearly; our 
economic policies are spec- 
tacularly relevant [to Rus- 
sia],'’ Mr "Menaa said. 
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By Andrew 
James Blitz in Rome 


Unpalatable truths of a currency board 


Such a device, as proposed by some economists, would strip 
Moscow of monetary sovereignty and fiscal discretion 


By Andrew Bans 


A currency board is the 
macroeconomic policy of last 
resort. 

Victor Chernomyrdin, Rus- 
sian prime minister, is under 
pressure to pay off wage 
arrears and bail out the 
banking sector. With no one 
wining to lend to the gov- 
ernment, the only way of 
raising finance is running 
the printing press and the 
consequent danger to hyper- 
inflation. 

A currency board, which 
some economists have pro- 
posed ns a new basis for Rus- 
sian monetary policy, would 
prevent recourse to this. It 
would guarantee the rouble's 
value by imposing a brutal 
discipline on the govern- 
ment: the mandatory use of 
foreign exchange reserves to 
back the rouble at a rate 
fixed by law. 

The Russian authorities 
would effectively relinquish 
monetary sovereignty, and 
fiscal discretion. 

The rouble would be guar- 
anteed convertible with 
another currency, probably 
the US dollar or the euro, at 
a fixed exchange rate. The 
chosen rate would determine 
the extent of the pain 


inflicted on the economy. It 
is hard to make a credible 
commitment to a pegged 
exchange, as the Russians 
have Just demonstrated. 
With a currency board - as 
with the Cold Standard - 
the exchange rate cannot 
move unless the government 
abandons the whole regime. 

To win this credibility the 
Russian authorities would 
have to give up control of 
interest rates and the money 
supply. Because of the link 
between reserves and money 
supply, the central bank 
would have no monetary pol- 
icy of its own. 

It could only print roubles 
if it had the dollars to back 
them. This constrains the 
rate at which the money 
supply can grow to the level 
of the country's overall bal- 
ance of payments surplus. 

The currency board would 
increase the supply of rou- 
bles only when the private 
sector wanted to sell dollars 
at the fixed rate. If demand 
for money was too high, it 
would be automatically 
restricted by high interest 
rates. Interest rates would 
soar until confidence was 
established. 

Similarly, a currency 
board would place con- 


straints on fiscal policy: the 
government could not print 
money to finance a deficit by 
borrowing from the central 
bank. But it would inflict a 
high price on the economy. 

The Russian banking sys- 
tem would also come under 
immense strain. If there 
were a run on deposits under 
a currency board, banks 
could not go to the govern- 
ment for help. 

The centra] bank could not 
act as lender of last resort. 
Since the government could 
not baD out banks, supervi- 
sion would become vitally 
Important 

Banks must be highly cap- 
italised to survive under a 
currency board and many 
could tail. However, the only 
bank of real importance is 
the savings bank, Sberbank, 
where many Russians hold 
their savings. Many econo- 
mists think that other hanks 
should be left to close or be 
bought by foreigners. 

Mr Chernomyrdin's diffi- 
culty is the immense politi- 
cal pressure to bail out 
hanks controlled by the oli- 
garchs who put him in 
power. He is unlikely to 
want to appoint a currency 
board. The Comm unis t-domi- 
mina tpd parliament is even 



CavaBo, initiator ot Argentina's currency board: similar proposals would rouse opposttion ki Russia AP 


less likely to sanction such a 
move. 

Those opposed to a cur- 
rency board point out that 
this device is traditionally 
seen as appropriate only for 
very small countries, such as 
Estonia and Bulgaria. When 
Indonesia wanted to appoint 
one, they were persuaded to 
drop the idea by the Interna- 
tional Monetary Fund. 

But currency boards can 
work in larger economies as 


Hong Kong and Argentina 
show. Argentina’s, appointed 
in 1991 and designed by for- 
mer economy minister 
Domingo Cavallo, is gener- 
ally seen as a great success. 
Hong Kong’s, in existence 
since 19S3, is currently 
under great pressure - 
showing that a board can be 
vulnerable to imported insta- 
bility. Although a currency 
board provides credibility, 
there Is still a risk that it 


might be abandoned. 

Perhaps a bigger drawback 
are the hefty start-up costs. 
Foreign reserves would be 
needed to cover an the'rou- 
bles in circulation. 

The IMF and the Group of 
Seven leading- industrial 
nations did not step in to 
save Russia from devalua- 
tion. It is not dear who 
would lend Russian authori- 
ties teas of billions of dollars 
to appoint a currency board. 


MOSCOW APPOINTMENTS CALL-UP FOR FYODOROV SIGNALS DECISION NOT TO CEDE TOO MUCH GROUND TO COMMUNISTS 


Chernomyrdin shows faith in reformer 


By John Thornhill in Moscow 


Boris Fyodorov, Russia's 
acting deputy prime minis- 
ter. was this weekend put in 
Charge of a team of reform- 
ers to tackle the country's 
escalating financial crisis. 

The appointment suggests 
that Victor Chernomyrdin, 
acting prime minister, is 
determined to pursue mar- 
ket reforms - at least In the 
short term - and not cede 
too much economic ground 
to Russia's Communists. 

Mr Fyodorov, who earned 


a reputation as a radical 
reformer while finance min- 
ister in the early 1990s. has 
already taken charge of Rus- 
sia's relations with the Inter- 
national Monetary Fund. 

Last week, be accompan- 
ied Mr Chernomyrdin on a 
trip to the Crimea to discuss 
Russia's economic plight 
with Michel Camdessus, IMF 
managing director. 

Sergei Dubinin, head of 
the central bank, and Mik- 
hail Zadornov, acting 
finance minister, who have 
both been closely involved in 


the implementation of Rus- 
sia's IMF agreement, were 
also appointed to the eco- 
nomic advisory team. 

Bui Mr Chernomyrdin has 
also been listening to the 
advice of Alexander 
Shokhin. another former 
government minister, who is 
now the parliamentary 
leader of the Our Home is 
Russia movement, founded 
by the acting premier. In 
spite of his reputation as an 
economic liberal, Mr 
Shokhin has been calling for 
more protectionist economic 


policies and limited printing 
of morey.i 

Mr Fyodorov is under pres- 
sure to move quickly to con- 
vince Russians he has a 
solution to the country’s 
financial crisis to prevent 
the situation from spiralling 
further out of control 

Although Mr Chernomyr- 
din has been publicly wooing 
the Communist party to win 
parliamentary approval for 
his appointment, he has also 
been reiterating his commit- 
ment to pursuing market 
reforms. “We are already 


part of the world economy 
and there wDl be no return, 
to the past,” Mr Chernomyr- 
din said on television. 

Sergei Markov, a politics 
professor at Moscow State 
University, said be thought 
Mr Chernomyrdin's govern- 
ment would be more ori- 
ented towards reforms than 
his previous administrations 
from 1992-98. But he forecast 
his government would be 
less radical than that of Ser- 
gei Kiriyenko, the prime 
minister who was packed a 
week ago after five months. 


Mr. Fyodorov has been 
fiercely critical of Mr Cher- 
nomyrdin In the past, but 
appears to have rebuilt bis 
relationship with the acting 
premier. 

The appointment of Vladi- 
mir Kostin, chairman of 
Vnesheconombank, and Igor 
Shuvalov, bead of Russia's 
state property fund, to the 
economic advisory team sug- 
gests the government will be 
closely focused on restruct- 
uring the country’s troubled 
banking sector and reviving 
its privatisation programme 


The governing council of the 
European Central Bank 
meets today and Tuesday in 
the face of mounting con- 
cern about the effect on the 
global economy of Russia s 

finanri.il Crisis. 

While the official agenda 
focuses on the monetary pol- 
icy reg ime for the euro, the 
central bankers will be 
unable to avoid considering 
the effect that Russia's prob- 
lems, the crisis in Asia and. 
the risk of contagion to 
Latin America, could have 
on the launch of the euro. 

The Italian government 
and the Bank of Italy are 
keeptog a particularly dose 
watch on market develop- 
ments following modest sell- 
ing of the Italian lira on the 
foreign exchanges on Friday. 

There are two main rea- 
sons for concern about the 
effect of the global contagion 
on Europe. 

First is European banks' 
landing to Russia, and other 
countries that could be open 
to contagion. Germany is the 
largest foreign lender to Rus- 
sia. with debt exposure of 
over DM75bn (*42bn). Euro- 
pean banks are heavily 
exposed in Asia. Spain espe- 
cially Is a big lender to Latin 
America. 

Second is weakness in 
gl obal equity markets and in 
particular European equity 
markets, affecting European 
growth. In the past, the Ital- 
ian Spanish markets 
have been susceptible to con- 
tagion from general risk 
aversion in world markets. 
Today however, these mar- 
kets are part of a wider Emu 
bloc. 

"Clearly there will be 
some concern about events 
in Asia spreading to Russia 
and Latin America, and how 
this could affect Europe. It 
win not be strong enough to 
pull apart the glue of eco- 
nomic 
Europe, 
saud, head of currency 
research at JP Morgan. 

"We would need to see 
European unemployment 
rise very sharply before this 
threatened the Emu project 
There are few signs of this 
yet But we did see some sur- 
prising nervousness in the 
Italian market at the end of 
last week about the lira," 
said Mr PersaucL 

Spreads between German 
and both French and Italian 
bonds have widened follow- 
ing Russia's default and 
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devaluation. The yields on • 
ail maturities of Germany 
bunds have hit record lows . 
over the last week, reflecting 
a flight to quality. Theym 
on the German lfryear 
benchmark bond, has 
dropped to a post-war low of , 
just 4.2 per cent Howeve^Y - 
investors have given Trendy 
and Italian government-# .SAj;.' 
bonds a wide berth. / . *;-• 1- 

The French government ■ 7 
benchmark is now trading at 

a significant spread aboveife - 
German counterpart. The 
Italian government bond 
yield has widened even hot 
ther from a spread of 2a. ' 
basis points over bunds ear- 
lier this year to almost Go 
basis points at one point last 
week. This comes at a time ■ 
when there should be con- 
vergence in yields between, 
countries that have signed 
up for the euro. 

This makes a rise in Geiv 
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‘We did dee some 
surprising 


nervousness in • 
the Italian marker 


man interest rates to bring 
the Bundesbank more into" 
line with other European 
central hanks - which many 
economists expected in the 
mining iflnnf ha - less likely. 
However, from January the 
eurozone will have common 
interest rates. 

Carlo Azeglio Ciampi, 
Italy's Treasury minister, 
said over the weekend that 
the lira was reacting well to 
the crisis. "I would not like 
to speculate what the out- 
come might have been if we 
had not decided to enter 
monetary union," he told the 
Milan daily, Corriere della 
Sera. 

Mr Ciampi said the out-' 
look for Italy's public 


convergence in * finances was still “fully hi . 
said Avinash Per- line with the commitments 1 "'' 
we have undertaken." But - 
he admitted it would "proba- 
bly” be necessary to make 
an adjustment to Italy’s eco- 
nomic policy because of toe 
impact of the crisis on the 
country’s economy. 

Dominique Strauss-Kahn, ' 
the French finance minister, 
yesterday described the euro 
as “a formidable lightning 
conductor” protecting 
Europe and France from the 
"erratic monetary fluctua- 
tions” linked to the crises in 
Russia and Asia. 
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LATIN AMERICAN CONTAGION US INVESTMENT BANK SLASHES BRAZILIAN 1999 FORECAST TO NEGATIVE 2% 


EXPORT CREDIT IMPORTS TO RUSSIA GRIND TO HALT 


Brazil economy ‘to contract next year’ Insurers wary about 

guaranteeing finance 


By Geoff Dyer ki SAo Paulo 


Tin* Brazilian economy will 
experience a "substantial 
contraction" next year 
because of the turmoil in 
world financial markets, 
according to JP Morgan, the 
US imestmunt bunk which 
h as sloshed i Is forecast for 
1909 growth tn negative 2 per 
cent. 

Marrolu Carvalho, the 
bank's chief economist in 
Brazil, said that tougher 
external financing condi- 
tions. combined with slower 
global growth and a strong 
US dollar, would hamper 
economic activity in Latin 
America’s largest economy. 
He had previously been pre- 
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dieting 2 per cent growth in 
Brazil next year. 

The pessimistic outlook 
comes at a time of growing 
concern among economists 
about Brazil's ability to meet 
its heavy external financing 
requirement next year, if 
conditions in world financial 
markets continue to deterio- 
rate. Brazil's external financ- 
ing requirement for 1999 - 
the current account deficit 
plus debt amortisations - is 
US$40bn-US$50bn. according 
to economists, which repre- 
sents a substantial part of 
the funds which will be 
available to emerging mar- 
kets. 

"Global financing condi- 
tions have changed dramat- 
ically,*' said Mr Carvalho. 
“In the medium term, Brazil 
cannot count on getting all 


the external financing it 
needs." 

The recent sharp fall In 
world markets has focused 
attention on the underlying 
problems in the Brazilian 
economy, notably a fiscal 
deficit around 7 per cent of 
gross domestic product and 
a current account deficit just 
under 4 per cent of GDP. 
Share prices have fallen 37 
per cent since the start of 
August, while the yield on 
Brazilian ‘ Brady bonds 
reached 24 per cent last 
week. Mr Carvalho said the 
deterioration in external 
conditions would force Bra- 
zil to reduce its current 
account deficit, which would 
entail a sharp downturn in 
economic activity, 

JP Morgan's prediction of 
a recession in Brazil is out of 


line with the consensus of 
private sector forecasts, 
which is for growth of 3.1 
per cent next year. The gov- 
ernment is still hoping for 4 
per cent growth. 

However bankers also 
warned conditions in bond 
markets could slaw growth 
□ext year. “Financing com- 
mitments for new projects 
will have to be looked at 
again." said Fiona Deckers, 
of ABN Amro in Brazil, “If 
some foreign direct invest- 
ment is cancelled, that will 
have a big effect on the econ- 
omy." 

The turmoil in world mar- 
kets has come at a difficult 
time for Brazil. The govern- 
ment's ability to take mea- 
sures to cut the fiscal deficit 
Is limited by general elec- 
tions in October and over 


R$90bn (US$77bn) of domes- 
tic debt has to be rolled over 
in September and October. 

Economists estimate that 
net foreign exchange out- 
flows reached US&8bn last 
week,- bringing the total 
since the start of August to 
more than $&bn. However 
the impact on Brazil's 
US$70bn of reserves has 
been limited because of 
heavy inflows of direct for- 
eign investment. 

To avoid raising interest 
rates before an election, the 
authorities have tried £q 
reduce dollar outflows 
through measures such as 
eliminating income tax on 
foreign fixed-income invest- 
ments. Economists believe 
the government will be pre- 
pared to let reserves fail to 
SSObn before raising rates. 
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By Our intamafional Staff 


ACTION IN ARGENTINA GROWTH IS SLOWING BUT COLLAPSE OF CONFIDENCE DENIED 


Buenos Aires toughens budget 


By Ken Ware to Buenos Aires 


Argentina is toughening up 
its 1999 budget, due to be 
presented to Congress next 
month, as a result of the 
international financial tur- 
moil and expected domestic 
economic slowdown. 

"We are sticking to toe fis- 
cal objectives already set 
with the International Mone- 
tary fund, but the budget is 
tougher than it would have 
been otherwise." said Pablo 
Guidotti, deputy economy 
minister. 

Primary expenditure, 
excluding interest payments, 
would probably be held to 
this year's level, which has 
already been cut by US$1 bn 


to around *ttbn in moves 
aimed at reassuring the mar-, 
kets. The government would 
take “any further necessary 
measures" tn meet its fiscal 
objectives this year and 
next said Mr Guidotti. 

On Friday the Senate gave 
preliminary approval to a 
government-backed bill lim- 
iting future budget deficits 
to no more than l per cent of 
GDP and creating a financial 
crisis fund, to be part-funded 
out of frit ore privatisation 
receipts. 

Argentina to committed to 
reducing its overall federal 
government deficit to l per 
cent of GDP this year, reach- 
ing near balance by 2000. 
under the terms of a three- 


year. IMF-extended, 

fund feality agreed in Feb- 
ruary. 

In June the government, 
slashed spending by $2 bn 
and froze a series of off-bud- 
get spending programmes, 
including an ambitious 
motorway-boilding scheme. 

Growth is already slowing. 
Although first quarter 
growth is likely to be revised 
upwards to over 7 per cent 
year on year, Mr Guidotti 
predicted growth for this 
year at per cent, declin- 
ing to 4S-5 per cent in 1999. 

Mr Guidotti denied that 
the recent sharp falls in 
Argentine stocks and bonds, 
with only modest respite, on 
Friday, implied a collapse of 


investor confidence. Bppdsi . 
have been particularly bad$y 
hit, with the yield*- on 
Argentine Br&dys -rising to ■■ 
around 20 per cent ... ;:'y 

“There is a technical con- 
tagion.. Peop le are selling 
almost anything inespectfae^ 
of underlying values' - to: 
cover margins as a Jesuit of 
Russian and other losses. 
But the interbank .interest., 
rate, reserves .and hank: 
deposits show the financial . 
system- reacting* bettiy^. 
than - hi last '-’Octobers 

erteis.’* 

Argentina would have “no ' 
problem" raising the remain- . 
ing S2bn in its 1998 borrow- 
ing programme, said Mr Gui- 
dotti. - .. ; - - ; v; 


- Russia's economic and 
political crisis has brought 
its imports almost to a 
standstill in the past two 
weeks and led western 
export credit insurers to 
take a wary approach to 
guaranteeing finance for 
trade with the country. 

“AH the credit guarantee 
agencies -are severely 

- restricting business involv- 
'tng Russia, even if poKticaL 
reasons are restraining some 
from -saying so publicly," 
one expert said. 

NCM, the privately owned 
Netherlands-based insurer, 
ba^ takem the unusnal step 
of :canoeliing all cover for 
vBhs£*L-aqd will reinstate it 
poly/ qn strict conditions. 

The company says few cus- 

tomers have applied to have 
, insurance renewed. 

■ ‘“The troe need for cover 
wffl be very small as long as 
;n*Sbody.' knows the interna- 
. tUBtol' Talne of the rouble, 

' because Russian importers 
do . no* know at what price 
■ -they <eaa sell foreign prod- 
uct^ vor.^vphether; they can 
-seU iim.at all,’* said Steen 
ParsfcoS. " >Ofs director of 
risk management '. 

ffheXJennarr government 
. sounded is cautious note last 
:-weefc whea the inter-minis- 
'teaSat committee- -which 
. decides whether ’to gnaran- 

- toe" credits initiated an 

' ‘ i nfo r m a l pause”, in cre di ts- 
fla-Rote-; 

. - TtkcfimmiMpe said Its pol- 
icy of granting export credits 


ments. Officially, Bonn 
masts there is no reason to 
worry. It says Moscow has 
pledged to meet all obliga- 
tions on credits covered by 
Hermes, Germany's export 
credit insurer, and guaran- 
teed by Bonn, as well as 
debts rescheduled by the 
Paris Club of official credi- 
tors and the London club of 
bank creditors. 

A test of those promises 
will come In the next few 


'Importers do not 
know at what 
price they can sell 
foreign products’ 


:would continue, .bat would 
depend on Rrasia showing it 
wfoW:keep up agreed pay- 


days, when Bonn is due to 
receive a DMSOOm ($44L9m) 
interest payment on re- 
scheduled Soviet debt Rus- 
sia is also due to make 
export credit payments of 
DM560m during its 90 -day 
debt -moratorium. 

The German finance mm . 
istry puts Bonn's total 
export credit exposure to 
Russia at .DMIWbn. The 
credits are insured through 
Hermes, part of the Allianz 
insurance group, and guar- 
anteed by Bonn. The cost of 
honouring guarantees falls 
on the federal budget. 

No official at the us 
Export-Import Bank, which 
in July concluded its largest 
fin anci ng deal with Russia - 
covering a $334m Boeing air- 
craft sale - was avallabie 
last week to discuss its busi- 
ness with the country. 

One export 


insurance 


expert attributed the agen- 
cy’s silence to domestic 
political sensitivities. “The 
agency is always looking 
over its shoulder at Con- 
gress, which wants Rvire to 
go out and save the world, 
but never to make a loss," he 
said. 

But the Overseas Private 
Investment "Corporatioh r 
which insures US corporate 
investments abroad, said 
tome of its clients in Russia 
planned so far to rfatiw. B 
said the policies most likely 
to be affected covered rouble 
inconvertibility, but that Its 
Portfolio was "manageable". 

Britain’s state-owned 
Export Credits Guarantee 
Department, which provides 
long-term credit, said Russia . 
was up to date with pay- 
ments, and there was no rea- 
son to believe h would fall 
behind. ■ 

ECGD credits to Russia 
ance 1993 total |800m and 
*250m, Tony Blair, UK prime 
made £500m mare 
available when he visited 
™®cow in October, but none 
^ been used. The - 
ECGD expects little near- 
term demand for cover 
sports to Russia. 

Japan’s Export-Import 
Barifc has about Y110M 
(5758m) m outstanding loans 

} per cent of t« 
total portfolio. 

The low level Is due to the 
Jack of a bilateral peace 
OTaiy, and to the difficulty 

ILK?*. projects which 

Qualify fo r loans. 

Jonouifres to 
/v< ™« * 
Adno n Michaels to 

“Bxamoto m Tokyo. 
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By Jamu Krugs to Bagfeg and 
Lotrisa Lucas fa Hong Kong 

“Uhtna has pledged to answer 
any. request from the Hong 

Kong government for assis- 
tance in its battle against 
speculators. Zt also warned 
that "any' conspiracy” to 
destroy the Hong Kong dol- 
lar’s peg to the US dollar 
would fafl. 

The official China Daily 
newspaper yesterday quoted 
LI Goobin, a Chinese govero- 
ment economist, as saying 
international fund 'com- 
panies vere spreading lies 
and rumours about a possi- 
ble devaluation of China's 
renminbi currency with the 
aim of undermining the 
Pong Knng dollar. 

It lc the first dear sign 
China may be prepared to 
use some of its US SMObn in 
foreign exchange reserves to 
assist Hong Kong efforts to 
defeat speculators through 
market Intervention- Ana- 
lysts in Hong Kong estimate ■ 
the territory may have spent 
more than $l3bn over the 
past two weeks buying 
stocks and fo tnr e s contracts 
to prop up market prices. 

Mr Li's position as a senior 
economist with the state 
council (cabinet) info rmatio n 
centre makes it likely his 
remarks reflect the thinking 
of China’s leaders. There has 
been no official word on 
whether China has already 
devoted resources to Bong 
Kong. 

China has repeatedly 
pled ged Hint the renminbi - 


fonnance mid a slowing r»tg 
of economic growth. 

"It Is dear that the foun- 
dation for the stability of the 

renminbi now and tn tint 
future is quite solid." Mr U 
was Quoted as saying. • 

He added that, if funds 
held by companies indi- 
viduals were added to the 
official reserves, China’s 
supply of foreign avrfw ngg 
was about Annual 

demand for the US currency 
was only 960bn, of which 
S40bn was earmarked to 
cover three months of 
imports and 2209m for for- 
eign debt repayment. 

But on China's black mar- 
kets, the renminbi has weak- 
ened to about RMB8.7 
against the US dollar com- 
pared with the official 
RMB&28 - evidence of mod- 
est anxiety that nhtn» could 
be forced to devalue. 

The unusual strength of 
Mr Li’s criticisms of interna- 
tional fund companies 
echoed those of south-east 
Asian leaders, particularly 
Mahathir Mniwin«> L Malay- 
sia’s prime minister, who 
called them Tiara with an 
axe to grind". He said: “It is 
believed that overseas bars 
could create more sensa- 
tional rumours in the future 
to further their sinister 
intentions of speculation.' 
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India calls 
for $5bn 
to cover 
power gap 

By KiMui Gate in New EMbi 


India needs $5bn private 
investment in power Irens- 
minikN^Bi the- next- five 
years to fill the gap left by 
the country’s near-bankrupt 
state-, electricity boards, 
senior officials said at the 
weekend.- -* 

“Under the ninth {five 
year] plan, state electricity 
hoards were to invest Sflbn 
to SlObn,’’ said R.P. Singh, 
chairman of Powergrid Cor- 
poration, which connects the 
states. ’They are definitely 
not able to spend that 
amount. Participation of pit 
vate sector in transmission 
lines is a must,” 

He said state electricity 
boards would fall as much as 
50 per cent short of their 
investment targets. Power- 
grid is also Dkdy to invest 
about ~ gSOOm less than 
planned “f5bn«wjH have to 
come from the private sec- 
tor," he said. 

Mr Singh said India bad 
neglected : investment in 
transmission in favour of 
power generation. But this 
would change following the 
recent passage of the trans- 
mission Mil, which clarifies 
the operating regime with 
Powergrld as the sole central 
utility. . 

Hie corporation will offer 
projects to domestic and for- 
eign investors, either as 
joint ventures or on a' fee- 
paying basis, with a mini- 
mum size of RsSbn ($70m> 
.Powergrid’s aim Is to create 
a genuine national grid. It 
has started by linking the 
power-rich eastern region 
with power-deficit regions 
elsewhere to the country. 

Mr Singh said: “Until last 
year we were able to 
exchange just 670MW. Last 
year we achieved L880MW 
and it is hoped that by the 
year end we will be in a posi- 
tion to exchange 4.000MW" 
He said the fourth regional 
link - between the east and 
the north - would be in 
idace fay 2002, giving Power- 
grid the ability to exchange 
a total of about &jDQdMW’, ris- 
ing to HyjQQMW in 2007 and 
30,000MW by 2012. 

The corporation, which 
had a turnover of Rs 14bn 

last year, has more than 
31,000km of transmission 
lines. But It relies heavily on 
funding from the World 
Bank, Asian Development 
Bank and other Interna- 
tional institutions and that 
is now at risk following the 
imposition of sanctions after 
India’s nufatear tests. -- 
The World Bank alone has 
Already committed &L5hu in 
loans and has agreed in prin- 
ciple to provide a further 
$i.2bn. Powergrid is -trying 
to arrange alternative 
sources of funding abroad, 
including commercial loans. 


Mahathir 
attempts 
to rally 
spirits 


By SheBa McHuity 
to Kuala Lumpir 


The east Asian financial 
crisis may have croshed-hfrd- 
aysia 's ambition to construct 
the longest building in the 
world, but St has. not kept 
the country from seeking 
less costly records. 

Already home to the 
world’s tallest building and 
highest airport control 
tower, Malaysia yesterday 
attempted to set a record for 
tile world's longest convoy 
of cars. . 

It is all part of an attempt 
by Mahathir Mohamad, the 
prime ministar, to teach his 
people that, while their 
country may be small by 
world standards, there is 
nothing they cannot da ■ 

Dr Mahathir personally led 
the convoy of 1^998 locaBy- 
made vehicles, driven by 
ministers and' citizens, ttr 
mark national day. He did It 
in the national Proton car, 
which Malaysia boasts is the 
only Aslan vehicle to have 
been parachuted on to the 
north pole. And the convoy 
crossed a bridge reported to 
be Asia's longest 

With Malaysia in reces- 
sion, this celebration of 41 
years of independence from 
Britain might have been 
expected, to he less enthusi- 
astically celebrated than 
those during the boom years, 
but Dr Mahathir is doing Ms 
best to use the crisis as a 
rallying point - 

Malaysia, nnlitea its neigh- 
bours, has not sought an 
International Monetary 
Fund aid package hut is try- 
ing to rerive the economy on 
its own. 

The theme of this year's 
celebration Is “Our Nation, 
Our Responsibility’’. "We 
must strive on our own to 
revive our nation's economy 
and defend our sovereignty 
and independence," Dr 
Mahathir said in his 
National Day address to the 
nation. “Outsiders never 
wish to see Malaysia recover 
by continuously attacking 
the country's currency and 
the stock market whenever 
the go v ernm ent initiate mea- 
sures to revive the nation's 
economy," hesakL 


Whether the convoy does 
indeed earn Malaysia a place 
in the Guinness Book of 
World Records remains to be 
seen. But it has done what 
Dr Muh ptiiir knew it would: 
stoke the nationalistic pride 
erf a people grappling with 
their biggest adds in at least 

21 ” 7 •* 

About 2^00 volunteers 
turned cut under rainy skies 
to help. They know their feat 
will certainly make it into a 
book the country has com- 
piled to herald such achieve- 
ments: Malaysia ’s Book of 

Records. 

0 . 


ASIA-PACIFIC 


• MHlIllUNai 


China offers 
to fight HR 
market raids 


Hong Kong raises spectre of 
life without dollar peg 

John Ridding examines whether disaster would indeed be the 
consequence of- failure to defend the exchange rate mechanism 


not freely convertible and 
therefore shielded from spec- 
ulative attacks - win not be 
devalued in spite of an 


C apital fli ght and canto- 
skra- would foitonr a 
charge fn the territo- 
ry's r.un wtff y peg to the US 
dollar. Warns Tung Chee- 
hwa. Hong Kang’s chief 
executive. The even more 
stark prediction of Antony 
Leung; a senior tanker and a 
member of the government’s 
advisory cabinet, is that 
Hong Kong could become 

As it battles to defend the 
.15-year -old exchange rate 
mechanism, the government 
gtoomfiy invokes the perils 
of the alternative; a vicious 
•cycle of a tumbling cur- 
rency, soaring interest rates 
and a collapse in 
ft Is scary stuff B at would 
the and of the peg really be 
so bad? After an. Britain's 
foxed exft from the Euro- 
pean Bate Mecha- 

nism proved a blessing in 
disguise, hading to lower 
i n te rest rates and a revived 
e co n omy. 

The answer has important 
frnpB rations given the gov- 
ernment spending spree in 
defence of the c ur rency peg 
- some USSMbn of taxpay- 


ers’ money alter last Fri- 
day's interv e nti on - and the 
possibffity that scare stories 

could prove arfM nTfilfm g L 

There might seem scope 
- fbr optimism, or at least rea- 
sons why Hong Kong might 
avoid the wrest fete of its 
neighbours: With p r ope rt y 
prices already down 50 per 
cent since their peak, other 
asset markets showing a 
substantial correction and 
wages subdued by the 
Impact of unamphiyment. 
pum fli of the adjustment to a 
post-bubble economy may 
already have been achieved. 

Unlike Indonesia, the 
HbrerBiotK ga ve nm ient has 
no foreign debt. This 
removes the risk of default 
on .foreign, borrowings 
should the currency tumble. 
Corporate sector foreign 
debt totals between US950bn 
and usgSOtBL But the struc- 
ture of private sector bor- 
rowings and corporate bal- 
ance aheris would limit the 
impact of devaluation. 

“The magnitude of any 
potential unhedged US dol- 
lar debt problem is esti- 
mated to be «tpiWf*nHy h up? 


than in the crisis econo- 
mies," concludes Goldman 
Sachs in a recent study of GO 
of the territory's biggest 

• It uys the companies 
could withstand a 35 per 
cent fall in the Hong Kong 
doDsr, an average borrowing 
cost of 20 per cent, and a 50 
per cent fall in pre-tax earn- 
ings before they would be 
unable to sendee debt obli- 
gations. That strikes a 
marked contrast with Thai- 
land, Korea and the other 
stricken, tigers, where tum- 
bling currendee triggered a 
cor po rate debt crisis. 

T here might afea be eco- 
nomic benefits for Hong 
Kang if its currency fell 
below the pegged rate of 7BD 
to the US dollar. Tourist 
numbers, which have fallen 
by more than 20 per cent 
month on month this year, 
might receive a boost, while 
International companies 
would find Hong Kong a 
cheaper base. Most impor- 
tant, should a de-pegging be 
accompanied by a devalua- 
tion of the renminbi, then 



Shopper* at the MrisumJcaya department store; 
bam lit bjr Hong Kong's ratal downturn and «4I i 
putting aknost 180 paopia otA of work 


.11 has 


AP 


Hong Kong would benefit 
from increased trade Sows 
from the w«»lTiIant| . 

There are several caveats 
to these assumptions, how- 
ever. Many of the potential 
gains depend on a static 
environment. But if the 
Hong Kang dollar peg were 
to be abandoned it could fuel 
inflation and trigger further 
regional currency upheaval, 
negating trade or tourism 
gains. Sven if currencies 
held steady, export gains 
would be offset by a huge 


increase in Hong Kong’s 
import bill. Imports totalled 
about HK31.61 Sbn 
tUSCOShn) Inst year, almost 
20 per cent more than GDP. 

More fundamentally, any 
devaluation or de-linklng 
might be hard for the 
authorities to control. The 
Hong Kong peg is much 
more a pillar of the territo- 
ry's economy, psyche and 
politics than most other 
fixed currency arrange- 
ments. Introduced to arrest a 
currency crisis in 1983. it has 


become an anchor of finan- 
cial stability, underpinning 
the territory's return to Chi- 
nese sovereignty test ymr. 

Given the psychological 
attachment to the peg, 
adjustment could really trig- 
ger the territory s propensity 
to panic. Although the pub- 
lic has lo ter held its nerve, 
runs an a number of small 
brokers and even a cake 
shop In recent months 
underline the fragility of 
sentiment. Add to that the 
crisis of confidence in global 
emerging markets and the 
government's own stark 

warnings, the prospects of a 

controlled adjustment are 
farther reduced. 

“Although a managed float 
appears to have been the 
moot appropriate policy for 
smell open economies in the 
region, an attempt to shift to 
such a regime undo 1 current 
conditions would likely 
result In an aggravation erf 
the situation a la Thailand 
or Indonesia," says Warburg 
Dillon Read. Merrill Lynch is 
more sympathetic to a 
floated Hong Kong dollar, 
arguing It would free the ter- 
ritory 'a exchange rate from 
the US economic cycle. 

Given the uncertain ties in 
the region and beyond, these 
forecasts are only rough rati- 
mates. 

They may not justify the 
government’s defence tac- 
tics, but (hey do suggest the 
scale of risk attached to 
adjusting the peg. 


Water is a vital resource for life. 

C iba is a vital resource 

for treating water. 

from paper and mineral processing to municipal wastew a ter tre atmen t; Clba adds 
value by providing dear solutions. 

Necessary to life and commerce, water is becoming an increasing!/ valuable and strategic resource. As a result, the treatment 
of water can provide strongW revenue streams than ever before. To maximise opportunities for consumers, our customers 
and our shareholders; Cba Specialty Chemicals has dramatically expanded its capabilities by acquiring Allied Colloids and 
creating a new world-wide Water Treatments division. Not only can we purify water of pollutants, but we are also able to 

dry and concentrate materials. The powerful combination of expert people, 
quality products, global reach and outstanding service positions us to meet 
growing market demands. 


As our world's need for dean water rises, so do our water treatment capabilities. 




Value beyond chemistry 
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Caracas oil cuts prompt protests 


By Raymond CoOtt bi Caracas 


The Venezuelan government 
is preparing for a meeting 
with Mexico and Saudi 
Arabia next month to dis- 
cuss measures to help stem 
the fall In world oil prices at 
a time when it is coming 
under increasing domestic 
pressure to reverse oil pro- 
duction cuts promised ear- 
lier this year. 

Business and industry 
chambers, as well as employ- 
ees of the oil industry, have 
protested in recent days 
against the government and 
the state oil company Petr6- 
leos de Venezuela (PDVSA), 
saying production cuts were 


strangling the economy and 
could jeopardise the indus- 
try’s future expansion plans. 
"It’s created hell." says. 
Aurelio Concheso, director 
of the infl uential employers’ 
federation, Fedecamaras. 
"The sub-contractors of 
PDVSA were especially hard 
hit." 

As part of agreements 
with other leading oil pro- 
ducers, Venezuela pledged 
total production cuts of 
525.000 barrels per day from 
its March production level of 
3.4m b/d. In mld-Angust, 
Erwin Arrieta, the energy 
minister, said production 
had been reduced by 475,000 
b/d with remaining cuts to 


be implemented soon. 

As a result of a $7bn drop 
in sales over the last year, 
PDVSA has cut back its. 
costs and expenditures by 
$2.4bn so Cblt this year. Ear- 
lier this month it announced 
the closure of 74 out of 125 
perforation drills, making 
mare than 7,000 workers 

red undant . 

"A number of companies 
were surprised by the speed 
and extent of the cutbacks," 
said Luis Eduardo PafU, 
president of j the Venezuelan 
Petroleum, chamber. "They’ 
are now in finnndiBl difficul- 
ties. cutting personnel and 
freezing investments." 

Resentment among Ven- 


ezuelan businesses may be 
Strong enough to force the 
government to rescind its 
pledged oil cuts, said one 
prominent business leader. 
"The government is showing 
more loyalty to the Arabs 
and Mexicans than to its 
own people." 

According to local press 
reports, the ministry .of, 
energy has asked PDVSA to 
call on foreign ofl companies 
to choose domestic suppliers 
and service companies over 
foreign competitors as one 
way to stimulate demand. 
PDVSA is said to be study- 
ing other methods to cush- 
ion the recessionary impact 
of cuts and relocate redun- 


dant workers to other work. 

The government and 
PDVSA have shown their 
frustration that the coQec- . 
tlve production cuts' have 
not strengthened world oil 
prices. The Venezuelan bas- 
ket of crude oil remained at 
historic lows of under $10 for 
the last two weeks, com- 
pared to an average of $16*12 
last year. PDVSA estimates 
that prices would remain 
between $12 and $13 through 
to at least 2001. 

As part of its latest revised 
scenario. PDVSA expects to 
reach a production capacity 
of 5.6m b/d in 2007, down 
from an original &2m b/d in 
2007. 


Congo rebels 
ignore news 
from front 


By Mcfnia Wrong in Coma good, but our men are not on 

the run, as Kabila says. We 

In a villa overlooking the agreed to leave Matadi. 
blue waters of Lake Kivu. There was no fighting. It 
the leadership of the Congo was a strategic retreat." 


rebels appeared to be in a 
state of self-delusion. 

Throughout the weekend, 
the news from the front hun- 
dreds of miles to the west 
bad got steadily worse: reb- 


There have been many 
such "strategic retreats" 
since Angola and Zimbabwe 
entered the war on Mr 
Kabila's side, shifting - 
thanks to air power - the 



Abdoutaye Yerocfia, President KabBa’s chief of staff. At present, the rebels appear be In retreat Reuters 


els being tracked through balance disastrously against 
the suburbs of Kinshasa, the Rwandan and Ugandan- 
desperate fighters fleeing backed rebel movement, 
across the Congo river. Inga Saturday marked a turn- 
dam and Matadi port recap- ing point. Amid reports of 
tured. wounded rebels taking to 

But the civilian frontmen canoe to escape the battle 
in Goma of wbat many zone, tbe rebels agreed to 
regard as little more thaHTT-'.pull out of Inga, tbe dam 
military coup seemed unper- that supplies electricity to 
turbed. In tbe residence Kinshasa, Brazzaville, and 
seized from President Laur- Congo's southern copper 
ent Kabila, who himself belt. By surrendering a stra- 
appropriated it from the tegic facility they bad threat- 
ousted Mobutu Sese Seko, ened to blow up - to the 
they continued holding court alarm of neighbouring coun- 


in marble salons. 

"We will take Kinshasa." 


tries and the mining indus- 
try - they won promises of 


insisted Lunda Bululu, the safe passage from the Zimba- 
former prime minister head- b weans 
ing tbe Congolese Rally for A similar deal at Matadi. 
Democracy's (RDC) execu- where tbe Angolans stood 
tive committee. "It is true poised for two days on the 
that the situation is not outskirts of town without 


entering, diplomats said, 
allowed tbe last large rebel 
stronghold in western Congo 
to fall without a bloodbath. 

Infiltrators caught in Kins- 
hasa were not proving so 
lucky. In a manhunt disas- 
trously complicated by the 
fact that many Congolese 
soldiers defected to the reb- 
els during their advance. 
Kabila loyalists were search- 
ing door to door, sending 
thousands of residents flee- 
ing while turning a blind eye 
to tbe mob lynchings of sus- 
pected Tutsis, assumed to be 
collaborators. 

Angola and Zimbabwe’s 
restraint in pursuing a 
routed rebel movement lends 
support to predictions that 
Mr Kabila's two allies win 


not pursue the war to the 
east, where the rebels hold a 
string of towns bordering 
Uganda. Rwanda and 
Burundi. 

With a possible window of 
opportunity opening, Ethio- 
pia’s prime minister, Meles 
Zenawi, who can draw on 
close ties with Uganda and 
Rwanda, yesterday flew to 
Harare to fry to relaunch a 
stalled diplomatic peace ini- 
tiative. Mr Kabila also made 
a brief visit to Zimbabwe 
yesterday and expressed his 
thanks to President Robert 
Mugabe. 

Regional leaders are also 
due to discuss the war at 
this week's Non-Aligned 
Movement summit in Dur- 
ban. But unless the Ango- 


lans and Zimbabweans press 
their military advantage fur- 
ther. the looming scenario is 
one most regional players 
wanted to avoid: effective 
national partition, with Mr 
Kabila holding the west and 
south of Congo while the 
rebels hold the east 
Until recently the rebel 
leadership stubbornly 
insisted it wanted to “liber- 
ate" the entire country. But 
by yesterday brutal reality 
was starting to imping* 

"ft Is passible there would 
be a part of Congo under our 
control and one under Kabi- 
la's control," conceded 
Lunda Bululu. "But it would 
be a provisional situation, 
not a permanent one. We are 
committed to unity.” 


Vietnam begins to restructure banks 


Jonathan BtrchaU in Hanoi 

Vietnam's central bank has 
begun a long-awaited 
attempt to restructure the 
country's troubled private 
banking sector, as it pre- 
pares for the implementation 
of a new banking law on 
October 1. 

Regulations which came 
into force last week will 
require more than 50 small 
private and semi-private 
"joint-stock" banks to sub- 
mit their accounts to the 
Stale Bank of Vietnam by 
September 30. a step which 
will give the banking author- 
ities a dearer picture of the 
problems facing the sector. 


The move follows the pub- 
lication in July of new regu- 
lations on the "consolida- 
tion, merger and 
repurchase" of joint-stock 
banks, which set out the pro- 
cedures for restructuring 
troubled banks. 

The deputy director of the 
state bank. Le Due Thuy, 
has also announced tbe for- 
mation of a fund of undis- 
closed size to support the re- 
organisation of joint-stock 
banks in Ho Chi Mixih City. 
“Under this programme 
some of the bonks will be 
merged, and some will cease 
operations." Mr Thuy said. 
"But this cannot disturb the 
banking system." 


Vietnam’s joint-stock 
banks, which are owned 
both by well-connected pri- 
vate entrepreneurs and 
state-owned businesses, only 
came into existence after 
banking reforms in 1993. The 
majority are small, with 
total capital assets of $lm or 
less, and the sector accounts 
for only around 10 per cent 
of the total credit market. 
But bad practices, including 
lending to shareholders, 
bave blighted the sector, 
with at least four banks 
requiring state bank support 
over the past 18 months. 

In addition, tbe failure of a 
number of joint-stock banks 
to honour tetters of credit 


worth around $2Q0m has 
done significant damage tx> 
Vietnam's international 
financial reputation. 

The extent of the problems 
facing the State Bank lias 
been underlined by the pub- 
lication this month of the 
1997 accounts of Exim Bank, 
one of the larger joint-stock 
banks with a total equity 
capital of around $17m. The 
unaudited report lists as 
assets $37m of "payments 
under bank guarantee due to 
failure from corporate cli- 
ents”, accounting for 25 per 
cent of its total loans of 
$l47m. Most of the other 
Joint-stock banks have yet to 
publish their accounts. 


• People's credit fluids 
must limit overdue debts to 
no more than 3 per cent of 
their total outstanding debts, 
the state bank's governor 
has instructed, AP-DJ 
reports from Hanoi. 

The directive, issued on 
July 25 but apparently not 
reported until Saturday, 
marks another attempt by. 
the state bank to limit the- 
amount of bad debt in the' 
banking sector. 

A people's credit fund is. . 
basically a credit co-opera- 1 
tive that provides funds, 
mostly to households or 
small businesses, to help 
fight hunger and poverty 
and to develop business. 


Israeli 

budget 

demands 

mount up 

» 

By AvI Machfe to Jerusalem 


Israeli cabinet minis ters will 
queue up this week to pres- 
ent lists of demands for the 
1S99 budget to Yaakov Nee- 
man, the finance minister, 
who Is more determined 
than ever to trim the deficit 
nmirt global market turmoBL 

In total, ministers are ask- 
ing for about ShkIObn 
($2.7bn) in additional alloca- 
tions ahead of next week’s 
cabinet budget meeti ng, say 
Treasury officials. However, 
the government has already 
decided to cut Shk2J3bn in 
order -to stick to the 
ShkI78bn total spending 
already agreed. Mr Neeman 
wants to reduce the deficit 
from a planned JL4 per cent 
of gross domestic product 
this year to 2 per cent next 
year. 

tuniiing the funding cam- 
paign is the defence minis- 
try, which wants at least 
shifghn more Mum planned 
for next year. Pressure Is 
also coming from religious 
and nationalist parties, 
which hold the balance of 
power in tbe shaky coalition 
government of Benjamin. 
Netanyahu, prime minis ter. 

So far. say the premier’s 
aides, Mr Netanyahu is back- 
ing Mr Neeman. But other 
officials say pressure will 
mount on Mr Netanyahu to 
loosen fiscal policy or 
replace Mr Neeman. 

The economy is expected 
to grow no more than L5 per 
cent this year. Last week, 
new data showed unemploy- 
ment climb ed to 94 per cent 
during the second quarter of 
1998 from 7.6 per cent In tbe 
period last year. Inflation, is 
faffing from 7 per cent in 
1997 to about 4 per «mt this 
year, the lowest In three 
decades. 

But fallout from global 
market turmoil has eco- 
nomic officials worried that 
inflati on may not be under 
control. The shekel, long 
considered overvalued by 
exporters, weakened 2.7 per 
cent against the dollar last 
Friday to Shk3h75. as for- 
eign investors pulled out of 
the market. This completed 
a devaluation of about 6 per 
cent since the beginning of 
August, and is expected to 
put pressure on prices. 

Ben-Zion Zilberfarb, 
finance ministry director- 
general, said yesterday 
global volatility reinforced 
the treasury's resolve: “IT we 
continue to do the right 
things with a responsible 
economic policy ... we will 
increase tbe chances that 
the impact on us will be 


. : Some analysts have critic- 
ised the finance ministry’s 
derision to cut the budget 
further at a time when creat- 
ing, jobs is a priority. Mr 
Nerinan wants to let the pri- 
vate sector create jobs. He 
has also pledged to channel 
public spending towards 
infrastructure investment 



CONTRACTS & TENDERS 


INFORMATION AND DOCUMENT MANAGEMENT SYSTEM 

Expression Of Interest(EOI) 

The World Intellectual Property Organization (WIPO) is an intergovernmental organization with 
headquarters in Geneva, Switzerland. It is one of the 16 Specialised Agencies of the United Nations 
System of Oi^anizations. WIPO is responsible for the promotion of the protection of intellectual 
property throughout the world, including the administration of die Patent Cooperation Treaty (PCI) 
System. The PCT regulates the filing and processing of international applications for the protection of 
inventions where such protection is sought in several countries. Since tbe begining of its operation in 
1978, the office of the PCT has received processed and published more, than 350,000 international 
patent applications, of which over 54,000 were filed in 1 997. 

During the 4th quarter of 1998, WIPO will issue a Request For Proposal (RFP) for a major 
Automation Support System for the office of the PCT to pre-qualified Systems Integrators. This new 
system will enable the migration from a paper-based environment to an electronic environment fin: tie 
filing, processing and publishing of international applications under tbe PCT. The objective is to 
implement the system within a 3-year period while maintaining dally operations. 

Due to the broad scope of the project, the volumes involved and the technical complexity of the 
environment, WIPO intends to select a Systems Integrator who has demonstratable capability to 
assume overall responsibility for implementing this important system. For the first step of the selection 
process WIPO has prepared an EOI (Expression of Interest) package .that provides a brief description 
of the project, the pre-qualification criteria for potential partners, and response requirements. 
Responses to the EOI will allow WIPO to pre-qualify potential Systems Integrators. 

The EOI package is available from the WIPO Web site at the following address: 

http://www.wipo.mt/eng/pct/projects/eoi/mdex.htm' 

Expressions of interest concerning the PCT Automation Support System project should be received by 
WIPO not later than September 30th, 1998. 



strike threat to 




By Richard Waters in Mew York 

— ~ — .... 

Air travellers in tbe Midwest 
of tbe US could face pro-, 
bulged disruption, following 
the outbreak at the weekend 
of the country’s first sign§tf 
cant airline strike hi almost 
a decade. 

The work stoppage at 
Northwest Airlines could 
also hamper a broad 
restructuring that had been 
planned in the US airline 
industry, delaying or even 
halting one of a number of 
alliances between big-name 
carriers that were intended 
to help slash costs. 

Some 6J200 Northwest 
pilots went on strike early 
on Saturday after talks with 
the company, over a new 
labour agreement broke 
down. The stoppage, the 
worst since a strike brought 
Easton Airlines to a- halt in 
1969, followed disputes over, 
pay and. pilots' fears about 
how a restructuring of the 
industry would affect their 
job security. 

Northwest, which has 
three large hubs in Detroit, 
Minneapolis and Memphis, 
normally carries more than 
100,000 passengers a day. It 
also- has extensive routes In 
Asia. 

The airline, had already 
cancelled many flights as the 
deadline for the talks neared 
at midnight on Friday. Over 
the weekend, the cancella- 


tions were extended to tbe 
11 middle' of this week and, 
with ho indication that, uego- 
. tiattens would resume immi- 
nently. the chances of tbe 
.- stride reaching Into tbe busy 
'■■Labour -Day weekend ahead 
^augeared to rise. 

President- BiU Clinton, 

. whose intervention helped to 
stop. ,ai strike at American 
Airlines virtually as soon as 
it began last year, remained 
on the sidelines yesterday. A 
stoppage at Northwest tbe 
country's fourth biggest air- 
line, would cause less dis- 
ruption-la addition, the stivi- 
sian between the company 
and the Air Line Pilots' 
Association appears wide, 
raising the risk that a poUU- 
/ cal -intervention would prove 
unsuccessful 

The dispute steins In part 
from the impact that a 
planned strategic alliance 
with Continental Airlines 
would have on Northwest. | 
Thai affiance, which is on j 
hold, helped prompt- a series | 
■ of similar proposed Jinks j 
between other. US' airlines. 

; The pGots fear 'that bring- 
ing the two airlines' routes 
together would eventually 
.reduce, flights and jobs. 

. Fears over job secu rit y have 
also been hei ghte n ed by the 
development .of low-cost 
commuter services by air- 
lines Bke Northwest, which 
have. 'brought a two-tier pay 
structure tothe industry. 



BANG LADESH FLOODS 

Aid workers see no 
respite from heavy rains 

Bangladesh was braced i rest8 ^^ fur ^ 

gSSgnrivers took in more water from 

threatening to add to the havoc wreaked rans 

ZSSSSS- Roods have kfflrfrrara 

people, ravaged crops and led to epidemics in the . 

aid workers sad they saw no significant 

"^Th^re^s heavy flooding in India's Uttar f?rad ^f\f nd 
West Bengal states. These waters are comin^own .- 
throuah the Ganges routes," said Julian Frani^ofthe 
tSSSSSd^SSmm of Red Cross and Red Crescent- -. 

^Some 25m people have been affected by the worst 
aS fa? 0 disaster management officials say. 
Roods^n 1988 kffled more than 

Francis, those floods had not tested tonfl- . 

lingering and causing misery to the people and destroying 

“^Sbanglade* would wed wdjxfcte the lamourl ■ 
of food grain it had previously expected in aid arfoimports.. 
this year because of crop losses. Begwn Mg»fhow- 
dhury, agriculture and food minister. t^saW thegovem- 
ment will import 300,000 tonnes of wheat and 300,000 . 
tonnes of rice soon. Reuters, Dhaka 

US-MEXICO PIPELINE : 


Sempra Energy gains contract 

Sempra Energy, one of California's leading power groups, 
has extended its reach into the fast-growing border 

regions of Mexico with a 10-year contract to pipe US gas 

to a new power station in Baja California. 

The deal to build a pipeline from southern California to 
Rosarito, just south of Tijuana, and supply up to $1bn of 
gas Is the third such link forged recently by Sempra. the 
group formed by the merger of San Diego Gas & Electric 
and Pacific Enterprises of Los Angeles. 

. It may put Sempra in a strong position when the Mao- 
can government invites bids, expected later this year, far 
the construction and supply of gas distribution networks in 
Tfluana, San Diego’s Immediate neighbour, and Ensenada, 
a city south of Rosarito. 

The pipeline to Rosarito, a seaside town 23 mites south 
of the border, wifi supply a $250m power plant to be buBt 
by Switzerland's Asea Brown Bovari and Nisso Iwai of 
Japan. Christopher Parkes, Los Angeles 


SCHIPH0L CONGESTION 


Plans for second airport 

Amsterdam’s Schiphoi airport and KLM, the Dutch flagship 
carrier, are working on a R 35bn ($17.5bn) plan to present 
to the cabinet of prime minister, Wmri Kok, for a seoond, 
bigger national airport to relieve flight congestion. 

Schiphoi and KLM said that the landing facility would be 
based on an artificial island in the North Sea and become 

operational within the next 17 years. One advantage would 
be the absence of the noise limits, which have limited 
Schiphol’s growth. The cabinet will decide in October on 
one of several options, including building a terminal near 
Rotterdam, in the Revoland province east of Amsterdam, 
and allowing more air traffic into Schiphoi. 

Schiphoi, Europe's fourth busiest passenger hub, has 
been hit by capacity constraints caused by government- 
imposed noiseJimrts, which restrict the number of aircraft 
movements. Environmentalists have threatened to sue if 
the Omits are exceeded and Schiphoi may even face a 
temporary closure later this year to meet the guidelines. 
Jeremy Gray, Amsterdam 


GERMAN POLITICS 


CSU gets opinion poll boost 

Bavaria's Christian Social Union has received a boost 
ahead of state elections on September 13 from an opinion 
poll suggesting it would retain its absolute majority In the 
Bavarian parliament. 

At a rally on Friday, party officials said a decisive victory 
for the CSU. sister pjuly of Chancellor Helmut Kohl’s 
Christian Democrat Union, would help the chancellor’s 
chances of winning Germany’s general election two weeks 
after the Bavarian contest According to an opinion poll by 
Fofschungsgruppe Wahten, the CSU would receive 50 per 
cent of the vote on September 13, well ahead of the 
Social Democrats at 32 percent 

At the CSU rafly in Munich, Theo Waigei, party leader, 
delivered a fierce attack on Gerhard Schr6der, the opposi- 
tion Social Democrat's chancellor candidate, lambasting 
Mm for “lacking principles" and a lacklustre performance 
as prime minister of the federal state of Lower Saxony. 

Mr Waigei accused the Social Democrats of seeking 
co-operation with the Party of Democratic Socialism, the 
former East German communists, claiming this year’s elec- 
tion presented voters with a choice between “freedom or 
socialism". Tobias Buck, Munich 


PALESTINIAN AUTHORITY 


Death sentences carried out 

The Palestinian Authority yesterday carried out a death 
sentence for the first time, swiftly executing two Palestin- 
ian brothers via firing squad In Gaza after they were con- 
victed of murder by a military court at the weekend 
The death sentence was personally endorsed by Yassir 
Arafat, president of the PA setf-rule government, which has 
fonctxxied In parts of the West Bank and Gaza Strip since 
T994. The executed. brothers, Mohammed Abu Sultan 25 
and Raed Abu Sultan, 24, were members of Palestinian ' 
secjjrity forces who were found guilty of murdering two 
brothers of another family at a wedding party last week: as 
part of a family feud. A third brother conStaTf 
sertence commuted, as Mr Arafat has often done in toe 

I^JadL 

Patten human rights groups oondemned the move. 
*These people committed the crime last Thursday were 
sentenced yesterday and two of them were executed 
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Chase goes on for runaway 
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BRITAIN 


faces fresh 
accusations 


First steps to boost pedestrians may speed up pace of change 


Britain's cities are caught in a spiral of 
congestion as increased traffic deters people 
from walking, writes Charles Batchelor 


gm ' _ . of the capital's finest i 
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oi cronyism 

%f Sr Norman ^Foster’s 


By Aaitaw Parker, 

Political Correspoideitf 

The ruling Labour party 
faced renewed charges of 
cronyism yesterday after it 
emerged that a substantial 
□umber of people who gave 
money to the party Jn 1997 
have received peerages or 
government jobs. 

The donors hv-inrtw promi- 
nent businessmen such as 
Lord Sainsbnry. former 
rh airman of t he supermar- 
ket chain and now a trade 
minister. Lord HoHick, chair- 
man of United News & 
Media and special adviser at 
the D epar t m e nt of Trade and 
Industry, Lord, pubtoam. the 
film producer and head of 
the government-backed 
National Endowment for Sci- 
ence. Technology and the 
Arts; Gerry Robinson, chair - 
man of Granada media 
group and the Arts Council; 

and Lord W«kMiW' ejmtrmari 

of Northers Foods and the 
gove rnmen ts Better Regula- 
tion taskforce. 

Leading companies that 
sponsored Labour events in 
1997 inch triad BT, Safeways, 
3. Salisbury, Tesco and Scot- 
tish Power. 

The list of donors In 
Labour's annual report, pub- 
lished yesterday, underlines 
the party's support in the 
arts and show business. Jer- 
emy Irons and Richard Wil- 
son. actors. Ben Elton and 
Eddie Izzard, comedians, *wd 
Lisa Stansfield and Pete 
Townshend, rock stars, all 
gave money. 

A total of 97 companies, 
individuals and trade unions 
gave donations of more than 
£5,000 (&250) to Labour in 


1997. A further 38 gave spon- 
sorship worth more than 
SSjOOO for party events. 

Among the donors who 
have received peerages are 
Lord Bragg, an arts broad- 
caster, and Baroness Ran- 
dall, the crime writer. Garry 
Hart, a lawyer mid now a 
special adviser to Lord 
Irvine, the Lord ChanceDor. 
also gave money. 

Gary Streeter, a hmding 
Tory spokesman, said: 
“Labour's annual report 
reveals more titan ever the 
cronyism at the heart of the 
government." 

However, a Labour spokes- 
man dismissed the charge. , 
adding "It's not trnr to say j 
people get access or privi- 
leges as a result of making a 
donation to the Labour 
party." 

The annual report says 
Labour spent £13.7zn on the 
general election in 1997, 
helping the party go £4£m 
into the red. A total of £2&n 
was spent on the election 
over the past three years. 

'There is no doubt this 
expenditure was. needed if 
Labour was to match the 
£28m spent by the [Conser- 
vative opposition party J," 
the report adds. "However, it 
is a matter of real concern 
that the cost of electioneer- 
ing is ... putting an unrea- 
sonable strain on party fund- 
raising. As a result of these 
election costs. Labour built 
up by far the largest debt in 
its history.” 

The accounts show Labour 
has agreed an overdraft 
facility with its hank of £im 
this year and loans of O-Om 
reducing to £850000 by the 
end of the year. 


Ministers Laws on 
move to quarantine 
calm fears for pets 
oti terror set to be 
legislation scrapped 


.p.l *■ ’ 


By Andrew Partor 

The Labour government 
yesterday promised that pro- 
posed radical anti-terror 
laws would be reviewed 
annually by parliament. Its 
move was aimed at reassur- 
ing some of its own MPs con- 
coned that the planned leg- 
islation was "draconian". 

The . government denied 
the decision to review the 
laws every year was a con- 
cession. However, the move 
follows the threat of a minor 
rebellion by some Labour 
MPs when parliament is 
asked this week to approve 
the legislation. 

Kevin McNamara, a 
Labour MP and a former 
party spokesman on North- 
ern Ireland, will table a “rea- 
soned amendment” to the 
legislation expected to 
accuse the government of 
rushing its response to the ' 
bombing la Omagh on I 
August 15 in which 28 people 
died. He believes the anti- 
terror laws could revive pub- I 
lie support for paramilitary | 
organisations. 

MPs and members of the 
House of Lords are being 
recalled from holiday on 
Wednesday and Thursday 
respectively to approve the 
laws. The Reel ERA, winch is 
opposed to the Ulster peace 
accord, has admitted respon- 
sibility for the Omagh bomb- 
ing. 

The legislation frnrfndeg a 
proposal that would allow 
the courts to convict some- 
one of membership of a ban- 
ned terrorist organisation on 
the word of a senior police 
officer. Human rights groups 
have attacked the move. 

However, a request by 
Ronnie Flanagan, chief con- 
stable -of the Royal Ulster 

Constabulary, that .tran- 
scripts from telephone taps 
become admissible evidence 
in court is understood to 
have been rejected. Govern- 
ment officials said it would 
not be in the legislation. 

The bill, sponsored by the 

Home Office, will also 
include plans to crack down 
on international terrorism, ft 
will become an offence for 
the first time in the UK to 
conspire to commit a terror- 
ist offence abroad. 

The Home Office said a 
“wide range of offences” 
would be caught by the leg- 
islation. Drug dealers and 
paedophiles conspiring to 
commit offences -abroad 
could be affected. 


By George Parker, 

PoBBcai Correspondent . 

The government is set to 
scrap Britain’s qu ar an tin e 
laws for pets, in a move that 
will allow vaccinated ani- 
mals to travel freely across 
the European Union. 

Nick Brown, the agricul- 
ture minister, is thought to 

be keen to press ahead with 
reforms to laws that animal 
welfare groups regard as out- 
dated and cruel. 

A government inquiry into 
quarantine, headed by Pro- 
fessor lan Kennedy, has just 
been completed, and its draft 
conclusions have been 
passed to Mr Brown. 

Prof Kennedy is thought to 
have come down in favour of 
a system erf pet passports for 
animals that originate in ! 
rabies-free countries and 
that have been vaccinated 
a gains t the disease. 

Mr Brown Is thought to I 
have been impressed by the 
report and has made action 
on quarantine reform one of 
his first priorities. 

' The report was due to be 
published in June this year, 
and the subsequent delay 
prompted many people to 
suspect the government was 
not keen on reform. How- 
ever, it is understood that 
the foil report will be sub- 
mitted to Mr Brown soon, 
and that it -could be pub- 
lished before the end of next 
m onth. There will then be a 
public consultation before 
any changes are Imple- 
mented. 

Some 9,000 cats and dogs 
go through the UK's 81 
quarantine kennels each 
year, posing an inconve- 
nience to business people 
who have been asked to relo- 
cate their family and pets to 
other EU member states. 

Mr Brown wants to use 
the latest technology to 
remove the need for the six- 
month quarantine period, 
including the use of micro- 
chips to identify animals 
that have been vaccinated 
against rabies and blood- 
tested. It is thought likely 
that pets from rabies-free 
countries, with a microchip 
and supporting documenta- 
tions!, would than be able to 
enter the UK without the 
need for quarantine. 

The new arrangements 

would apply to the whole EU 
and to most other European 
countries; as well as to 
Island states such as Austra- 
lia and Malta. 


F or the tourist oh foot or 
the Londoner walking to 
work, the view of some 
: of the capital's finest sights 
I most be snatched between 
gaps is the traffic and bil- 
lows of exham£ 

Sr Norman poster’s -mas- 
terpbna for fa aj a ov lpg Trafal- 
gar Square, Whitehall and 
Parliament Square, endorsed 
enthusiastically by John 
Prescott, deputy prime min- 
ister, earlier, this month, 
paints a grim picture of cur- 
rent conditions for the 
pedestrian. 

Few of the 75 jOOO people 
who walk across Trafalgar 
Square each day venture on 
to the central bland housing 
Nelson's column because, erf 
the volume of traffic an d the 
lack oi crossing points. Most 
stick to the narrow pave- 
ments that border the 
square. Those who brave the 
traffic to reach the central 
square miss the most impos- 
ing views down Whitehall 
and the Strand because the 
best vantage point, a statue 
of Charles 1, is marooned on 
a traffic island of Its own. 
“Despite the grandeur of 

Hm hnfltHiy «r»i ♦!» dgnlfl . 

wmn> gf their heritage, the 
site is raxfrtasfiy, dominated 


by asphalt and the car,” Sir 
Norman wrote. “Hardly any 
Londoners use the centre of 
Trafalgar Square - the heart 
of their dry." 

The contrast between . the 
imposing vistas and the 
squalid conditions at pave- 
ment level is by no means 
unique to central London. 
Most of Britain's towns and 
dries have paid little heed to 
the needs of pedestrians. 

The result has been a 
steady decline in the dis- 
tances walked as car owner- 
ship has increased. “Britons 
are travelling further but 
walking less than 10 years 
ago" Glenda .Tor toon, trans- 
port minister, said foftowtng 
publication in June of Walk- 
ing In Great Britain, the first 
co mp rehensive government 
report Into the problem. 
"People are walking signifi- 
cantly less, with middle-aged 
men walking least of all 
active groups.” Especially 
worrying was the collapse in 
the number of u-15 year olds 
walking to school, down 
from 53 per cent 10 years ago 
to 44 per cent now. 

Despite the decline, people 
walk an average four miles a 
week, while 81 per 
cent of journeys under one 



mile are made on foot. 

So why has the pedestrian 
been so neglected? The main 
reason has been the rush by 
governments to accommo- 
date the car. Traffic plan- 


ning takes little account of 
pedestrians. The largest 
assumed benefit to emerge 
in cost-benefit analyses of 
proposed road schemes is 
the saving In drivers* time. 


The increased cost of a new 
road to pedestrians - the 
severance of rights of way, 
Increased danger, delays to 
journeys by foot - I* not 
taken into account. 

Wide roads, barmens, rail- 
tap and large roundabouts 
with no crossing facilities 
have all reduced the attrac 
tire ness of walking. “We 
have designed the road net- 
work at the expense of a 
coherent network for the 
pedestrian,” said Ben Plow- 
den, director of the Pedestri- 
ans Association. 

Although must of tbe pop- 
ulation are pedestrians, they 
lack a powerful voice. The 
Pedestrians Association has 
fought for their rights since 

1929 but has only 1.000 mem- 
bers. compared with 9.3m 
who belong to the AA, tbe 
motoring organisation. 

Policies aimed at reducing 
traffic accidents have bad 
the perverse effect of squeez- 
ing pedestrians further The 
most vulnerable road wets, 
they are penned in by guard 
rails and segregated from 
vehicles by dank subways 
and windy bridges. Apart 
from this, governments haw- 
had no comprehensive strat- 
egy for pedestrians, which 
means there is little Incen- 
tive for local authorities to 
include them in planning. 

A survey erf 155 councils 
earlier this year showed 99 


per cent wanted to Increase 
journeys made on foot, but 
45 per cent bed so strategy 
and two-thirds spent less 
than £450,000 a yaar on 
pedestrian schemas. 

This should start to 
chaise following the govern- 
ment's transport . white 
paper, published in July. It 
called for more road span to 
be allocated to padastrians, 
for more direct and conve- 
nient walking routes and for 
pedestrians to be given more 
priority at traffic signals. 
“Too often pedestrians are 
treated like trespassers in 
their own towns," the gov- 
ernment sold. 

The mood appears to be 
changing but there are con- 
siderable obstacles to over- 
come. Traders in many 
towns are suspicious of the 
impact pedestrianlaatlon will 
have on businesses, while 
some councils fear reducing 
road space for cars will 
worsen congestion. 

Supporters of change can 
puint tu the success of pedes- 
trian schemes in continental 
European cities such as 
Amsterdam. Barcelona and 
Berlin. More modest Initia- 
tives in the city of London, 
York in northern England, 
and Edinburgh in Scotland 
have also shown what can 
he done. But. as with all 
journeys, the first steps are 
the most difficult. 


LOOK! THE GREATEST 
FEATURES ARE INVISIBLE 







The PC-card is built-in to the SH 888. It lees you a) connect to the Internet, 
b) send and receive faxes and e-mail, wherever you are. 



THE NEW ERICSSON SH 888 MAKES THE INTERNET MOBILE. 

The new SH 888 is so advanced you can’r even sec how wires. You can access the Internet, send and receive 

advanced it is. Everything you need is hidden inside. e-mail and faxes. Where you and your SH 8SS go, the 

Thanks to the infrared link and the built-in PC-card, Internet goes with you. Suddenly it has become easy to 
you can connect che SH 888 to your laptop without any get things done, wherever you are. 
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Failing woefully 
in the name game 


Richard Branson may not relish being role 
model to Britain's low-flyers. But he should not 
feel deflated - at least he got a mention 


Poor Richard Branson. The 
balloonist and entrepreneur 
suffered a nasty blow to his 
pride last week. He was 
voted Britain's top business 
leader - by a group of 
British managers who are 
never going to get anywhere. 
These are the guys who buy 
their suits at Burton and 
drive Ford Escorts, and to 
them Richard Branson is a 
shining star. 

By contrast. Britain's 
high-flying managers - who 
wear yellow ties and drive 
Jaguars - have shunned 
Branson as a role model in 
fhvour of the supermarket 
king and Tory MP Archie 
Norman. To them this 
youthful fellow, who has set 
about making the Tory HQ 
“buzz and crackle with 
excitement", is the last word 
in management excellence. 

This news comes courtesy 
of consultants KPMG, which 
has taken the trouble to ask 
Britain’s high and low-flying 
managers about their 
wardrobes, their facial hair 
and their business heroes. 

Even more remarkable 
than the relative placing of 
Branson and Norman is that 
the only other leaders to get 
a look-in are Lord Hanson 
and Sir John Harvey-Jones. 
Few managers in either 
group could name the boss 
of Marks and Spencer or of 
Rentokil Initial. 

It seems British business 
leaders know nothing about 
other British business 
leaders. Sir John hasn't been 
anywhere near a business in 
more than a decade, whereas 
Lord Hanson's experiment in 
buying up undervalued 
businesses did not exactly 
end in glory. 

The above have one thing 
in common: they are all 
famous for things other than 
business. Ballooning, the 
Tory Party, troubleshooting 
and women have earned 
each of them respectively a 
great many column inches. 

Does the ignorance 
matter? According to KPMG 
it does. The managers were 
also asked which country 
was best at producing 
business leaders. Almost 
none of them said the UK, 
almost all of them said the 
US. The consultant argues 


that if only British business 
people could create higher 
profiles for themselves, they 
would be more highly rated. 

Debatable. The survey 
itself suggests that these 
managers - both the 
successful ones and the 
also-rans - are not just 
ignorant but seriously 
wanting in judgment When 
asked which non-business 
leaders would be great at 
running companies, two of 
the most popular choices 
were Princess Anne and 
Lord Archer. 


Who was the first 
management consultant? 
Scholars have long disagreed 
on this point, but now 1 have 
the answer Florence 
Nightingale. 

You might think that I am 
having you on. But my 
source is eminently reliable: 
Hugh Small, a vice-president 
at AT. Kearney. 

After a three-year study he 
has concluded that her 
“data-sensitive approach", 
her independence and her 
workaholic lifestyle all earn 
her the title of the first true 
consultant. He goes further, 
and suggests that she should 
be a role model to today’s 
consultants who are upset 
by the low esteem in which 
their industry is held. 

So next time the man from 


MALCOLM HAT ALL 
mCNPLEASANT 
CHAeACTEKlCT'lCS’ 
cFA BUSINESS' 
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McKinsey shows up at your 
office carrying a lamp, it is 
not that he is worried that 
the millennium bomb could 
fuse the lights, be is simply 
working on his image. 


"Lifelong learning has three 
elements: life, which Is 
about living, creating, 
evolving and growing; long, 
which is ahoyt enduring or 
sustaining, with no precise 
start or finish; and l ea r ning, 
which is the conscious and 
subconscious adding of 
value to corporate and 
personal, material and 
intellectual wealth." 

These fine words come 
from Derek Wanless, chief 
executive of NatWest bank, 
and are to be found in the 
current issue of Management 
Today. 

Is It just me, or does Mr 
Wanless make rather heavy 
weather of it? Surely there is 
nothing complicated about 
lifelong learning. It simply 
means that you go on 
learning things throughout 
your life. Simple as that 
And like apple pie and 
motherhood, it is obviously a 
good thing. 

But if. like Derek Wanless. 
you are unfortunate enough 
to have to spin out the 
subject to fill an entire page 
of a magazine, then I 
suppose as a last-ditch 
measure you could try 
splitting up the phrase. But 
even then he has done a * 
poor job. Not only is his 
definition grammatically 
clumsy, with its jumble of 
nouns and adjectives, but 
each definition strikes me as 
at best long-winded, at worst 
downright inaccurate. 

Life has little to do with 
creating, long almost always 
implies a beginning and an 
end - in this case birth and 
death. And as for the 
definition of learning - 
subconscious vaiue a d din g to 
corporate intellectual wealth? 
Surely not 

He ends with the idea that 
we should learn from our 
children. Were I to ask my 
children what lifelong 
learning meant they would 
probably tell me it meant 
reciting ever more difficult 
times tables until the day 
you dropped. Which for a 
banker might not be a bad 
idea at all. 

LucyJZcUauxxytq FT.com 


PROFILE WILLIAM STEE RE, PFIZER 

Far more 



He has refashioned . 
an also-ran into a 
top-ranking drug 
group, writes’ 

Tracy Corrigan 

■P5"" William Steere wants 
£ to make Pfizer the 
world's top drugs 
company by the time he 
retires in 2001. So far he has 
helped transform one of the 
industry’s also-rans of a 
decade ago into a top- 
ranking pharmaceuticals 
company, with global sales 
outstripped only by Merck 
and Glaxo Wellcome. 

But even if he achieves his 
ambition, he is likely to be 
remembered for something 
quite different: Viagra. 
Pfizer’s impotence pill this 
year became not only the 
fastest selling new drug in 
history, following its US 
launch in April, but also one 
of the great dinner party top- 
ics of our time “i have been 
characterised periodically as 
the chairman of the Viagra 
company," he notes wryly. 

But after aQ, Viagra exem- 
plifies “the a bi l it y to trans- 
fer knowledge" from the 
research lab to the market, 
which is the life-blood of any 
pharmaceuticals company. 

“The science behind Via- 
gra is extraordinary,” he 
enthuses. "The drug was 
originally developed in our 
UK labs for angina, for 
increasing blood flow to the 
heart They found certain 
receptor sites that were 
unique . . . unbeknown to us, 
there were more of these 
receptor sites in the penis 
than in the heart, so oar vol- 
unteers at Canterbury hospi- 
tal, as a side effect, were 
making declarations of erec- 
tions. There was a certain 
serendipity behind [the dis- 
covery]." he says. 

The drug is also notable 
for the way it has trans- 
formed peoples' lives. Mr 
Steere has been inundated 
with thank-you letters. 
“People who have bad a dis- 
rupted relationship with a 
spouse of many years say 
they are now able to resume 
sexual activity. The letters 
are just heart-reading." 

The only comparable, 
though less prolific, response 
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Advertising release 
for sale of shares by direct negotiation 


for 


Registered Office: Roman. Sos. Roman- fay . Km. 333. jud. Neamc 
Fiscal Code: R 2057240. 


Registration no. at Commercial 


■ Office: J 27/88/1991. 


Register! 

to the latest records 
ice: 363,853.475 thousand ROI_ 

thousand ROL. 

Net profit in 1997: 1.764.120 thousand ROL. 

M*io scope of activity: manufacturing and selling the hot. cold rolled or cold draws steel tabes having 

the diameters of 6-610 tom and wall thickness ofQ .5-70 mm. 


TV*al number of shares at a nominal,, value of 25,000 ROL each: J 42554.139. 
The share ownership structure is as follows: 


Stale Ow nership Fund 
Financial investment Company Moldova 
Share owners through mass pnvarisanun 
Shares assigned to uie manager 
Others 


% 


ft?’ 7 


276 


The relliiift offer price is ofSUSO ROL&harr and the value for shares parcel pm for sale b of 597,490.7UMX» ROL. 

The Company's PR ESENTA TION FILE required for subscription to the offer may be obtained at the State Ownership Fund, 
BUSINESS CENTRE. OFFERS DIVISION of die Iniermoraaal Relations Departmoo. Bucharest. 6 Sttvropolcos Street, sector 3 phone 04- 
02GIKU95: 3123130: 3124231 and hx 04411/3 1 2 l&IL dailj between S® and 16* Ins. to previoos day to (be deadline for offers depo si t i on, 
indnuvely, at a pice of ItUMOlNO ROL payable at the seller’s pay office - S.O.F. headquarters bm Bucharest. 152 Cries Vktoriei Street. 
1 sector. 4(h floor, or in accontt no .25 1 IUQ9H0WQ224 opened at (be Romanian Bank for Development - Bucharest Branch (BRD-SMBX 
Furfoa mfixmafao about HR cinapams privatisation may he offered by S.OJ'.'s INTERNET SITE at foe abbess wmuoCro, war foe phone 
04tHH-314.62.81. fox: 04001-3 10. 16.92, Me. Antonin PnmpQhi Sfoaesco. 

In order to juiuriiuitf ra the negotutiens if i> oomptilttxy hiving ibe PRESENTATION FILE 


account oa , 

at payment due for these. 


THE PRESENTATION’ FILE will be released on presentation oft 
da copy of d» payment order ford* nesraarion file: 

□ ideafov caid | or passport for foneifn afizens); 

□ power of iuonuy from (he offering trading cranpany. 

idem of purring at die Seller’s 

_ _ Bank fur Development - Bochsrcs 

.... ... tumral/fegal fewga persons payment of PRES 

be made in foe account for convertible currency open at Romanian Bank for 
; lIOXXXinu2423(XXXB m USD. at exchange rate cawimned by NATIONAL 


>3 in 

FILE and 
Trade 
BANK 


Nansal/Iegal persons may make foe payment fur the SELLING-BUYING contract in convertible foreign currency at the exchange 
oat t ran smitted by NATIONAL ROMANIAN BANK at foe date of signing for foe Protocol far dosing of foe m eet «*gnri«i rm 

instruct the bank where they bold foejr main account to release a bonk guarantee valid for 186 days, from foe 

“t for the offer. 

by the Government Derisiofl no. SSfl998, ankle 



Ownership Fund. I 
focal ujneloaowmg 


was to. anti-depressant 
Zoloft, and a drug for arthri- 
tis in dogs. "People spend 
more money on their com- 
panion animals than, they 
spend on their children," 
observes Mr Steere. . . 

Viagra has also turned the 
spotlight on the issue of 
reimbursement. . Most 
Americans pay for 
insurance, either privately 
or through company-wide 
plans. For health mainte- 
nance organisations, the 
companies that provide this 
health coverage, Viagra, is 
not good news: it' means 
higher . costs, - because it 
treats a oondftkm that was 
more or less tm treatable. 
Many have refused to reim- 
burse the price of the pills. 

As healthcare cost con- 
straints mount in the US and 
Europe. Mr Steere expects 
reimbursement to become 
increasingly controversial, 
particularly for drugs that 
do not treat a serious or life- 
threatening condit ion. 

Since Pfizer is actively 
looking for lifestyle and 
qnality-of-life products to 
w»H to populations in 
developed countries, the 
issue is not likely to go 
away. 

Some HMOs have refused 
to reimburse Viagra because 
they cannot differentiate 
between men with a real 
physical problem and those 
who just want a “lifestyle” 
drug. Others have limited 
reimbursement to six or 
eight pffiS a month. 





have died so far, mostly men 
over GO; more than &5m pre- 
scriptions have been written. 
Mr Steere is Annoyed that 
HMOs will not come clean 
and admit that their real 
concern is cost.. 

. "Some people are saying 
they are not going to reim- 
burse it because of safety 
issues. In fact it's a bogus 
excuse, because the issue is 


‘People who have had a disrupted 
relationship with a spouse say they - 
can resume sexual activity. The 
letters are just heart-rending 1 


Mr Steere believes impo- 
tence is "a genuine medical 
problem" and is sceptical 
about the notion of recre- 
ational sex: "Ninety nine per 
cent of sex is recreational 
anyway. Very little sex is for 
procreation." 

Some HMOs say their 
reluctance to reimburse Via- 
gra is due to safety concerns, 
to the US, 69 Viagra patients 


reimbursement. Viagra is a 
very safe drag. The risk is 
sex. Sex has a very well 
defined risk associated with 
it" Viagra labels warn that 
it is dangerous if used by 
-men' taking nitrates,- a drug 
for treating heart problems, 
but do not spell out that sex- 
ual activity itself can be 
risky. 

- StiE, Viagra, has had excel- 


lent sales without full reim- 
bursement in the US, says 
Mr Steere. It will be 
launched in Europe - ini- 
tially, at least mthout -reim- 
bursement - on October L 
assuming final .clearance is 
granted.. 

Perhaps partly as a result 
of reimbTfisement problems 
in tiie US, after its initially 
strong sales, new prescrip- 
tions for Viagra have fallen 
off But repeat prescriptions 
are going strong, Mr Steere 
says, and it is still set to 
become a “blockbuster" 
drug, with sales of $lbn in 
its-fesfc-year. -Mr Steere says 
the tntensp initial interest in 
the product is fading. He 
says it la no longer the sub- 
ject of jokes by David Letter- 
man, the late-night chat 
show host. 

. He does not regret this. 
“Even though Viagra is 
about.5 per cent of our sales 
its about 95 per cent of our 
-publicity . . . any discussion 
of Viagra always kind of 
drifts from the scientific to 
the salacious." 

But, he points out, Pfizer 
is far from a one-product 


ESSENTIAL GUIDE TO WILLIAM STEERE 


Company man: Wltfiam Steere. bom' in 
Ann Arbor, Michigan, in 1936, has spent his 
entire 39-year career at Pfizer. "The reason 
people leave companies is for better 
opportunities”. It is a problem he has never 
faced. He started his professional Ufa as a 
medical services representative, and rose 
through the ranks to becoming head of 
Pfizer’s pharmaceuticals operation in 1986, 
then president and chief exactdive officer Ai 
1991. He became Chairman In March1992: 

InpenetrabJe sdancas-MrSteere ! • 
graduated from Stanford Unh/arefff,in ^969 
with a degree in marine btotogy. but' v \ 
despite trite background he admSs " ./■* 
hard to keep ip with the Increasingly.'', 
complex scientific research undertaken aft - 
Pfizer. “It is so arcane. The stientistobav® 
to break it down. In a large,: cotpptex' .* f 
organisation, you have to depend rirvybur 
managers." '•••••• •y>"ry\ - 


Retirement, what retirement? Mr 
Steere, who is married with three children 
and lives in Connecticut, is due to retire in 
2001. He lias yet to anoint a successor, 
though he says he plans to appoint a chief 
operating officer in the next year or so. 

After retirement, he says he will keep 
busy, partly with Ws work on company 
boards, including, since last year, Dow 
Jones and Texaco. . , 

Parking: Mr Steere is a keen sailor. He 
owns one boat and two marinas ftbe 
marinas make a profit, just but he bought 
them because ha needed somewhere to - 
perk his boat}. He also enjoys scuba diving 
and spear-fishing. 

. Skincape products: The 62-year-old 
notes that he has Jpld company 
researchers working on a product to 
prevent the skin from ageing that they had 
better get on with ft. 


company, listing a raft of 
market-leading drugs. And, 
be says, “our pipeline is con- 
siderable. Analysts consider 
it the best in the industry”. 
Among products due next 
year is Celebra, an. arthritis 
treatment to be marketed 
with Searle, and another 
potential blockbuster. 

So. if not for Viagra, how 
would Mr Steere like to be 
remembered? His answer is 
that of the businessman 
rather than the scientist: 
“focus". He has divested 
about 20 businesses, includ- 
ing medical devices, and 
refashioned it into a pure 
pharmaceuticals company. 

Like other pharmaceuti- 
cals companies, Pfizer con- 
stantly has to produce more 
new drugs to replace the 
earnings of old ones that are 
going off patent. And the 
company's recent earnings 
growth of more than 20 per 
cent is a hard act to 
maintain 

Pfi2er does not face any 
big patent expiries in the 
near term - one reason why 
Mr Steere has every chance 
of achieving his ambition of 
leap-frogging Merck and 
Glaxo Wellcome. SHU, “if 
your pipeline fails you or if 
your research lets you down, 
you are basically out of busi- 
ness”. be says. 

But Mr Steere, like his 
peers at two other top US 
drugs companies. Merck and 
Eli Lilly, says he wffl eschew 
the mega-mergers sought by 
others in pursuit of growth. 
“Most [pharmaceuticals] 
mergers have been out of 
weakness." he says. 

Instead, Pfizer has pursued 
a strategy of partnership 
with other big companies in 
co-marketing drugs, such as 
cholesterol-lowering Lipitor 
with Warner-Lambert, and 
investment in a vast array of 
small companies. 

“This is the golden age of 
science," he says. And he 
appears to be thoroughly 
enjoying it 3 
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INSIDE TRACK 


BUSINESS EDUCATION INTERNATIONAL EMBA 


North-west 
passage to a 



Michigan has taken 
a different route for 
its international 
programme, says 

Delia Bradshaw 

| In the north-west 
[corner or the US 
'three of the country's 
most prestigious business 
schools, Chicago, Kellogg at 
Northwestern University In 
Evanston, Illinois, and 
Michigan, have hem among 
the first to experiment with 
international executive MBA 
programmes. 

But although the strategy 
was the same for all three 
schools - they all wanted to 
increase the international 
ex peri e nce and. outlook, of 
their faculty - they have 
approached the issue in com- 
pletely different ways. 

The Chicago and Kellogg 
programmes have been 
widely publicised, hot Michi- 
gan has taken a low profile 
and now. uses T JlrtM im rf fw ar . 
rang to deliver programmes 
in South Korea, Hong Kong 
and Brazil. 

Executive MBAs or 


EMBAs enmMp the advan- 
tages of parttime study, In 
wirfrfr participants q^f h i i y 
working fell time, with the 
continuity of fuB-tin*s study, 
in which modules are sev- 
eral days or a week in 
length. This roflaiw ehwtente 
can travel from further 
afield, giving a more interna- 
tional student mix. 

In its EMBA, Michigan 
was tanking for a vehicle to 
do several jobs simulta- 
neously. says dean Joseph 
White. As well as developing 
the faculty Internationally, 
the school wanted to garner 
expertise in the latest tech- 
nology and develop strong 
relationships with hi™* rtrip 
companies. “Corporate part- 
nerships are very important 
in Michigan,” says Prof 
White. 

Michigan's three pro- 
grammes are a of single 
company and consortium 
programmes. Its first EMBA 
started with one company. 
Cathay Pacific, in Hong 
Kong. It has subsequently 
grown to include others. 

The Korean progra mm e 
has been developed specifi- 
cally for Daewoo, which is in 


-the third , year of a 10-year 

Contract With Miffhlgan to 

train around 40 executives a ' 
year. The recession In south- 
east Asia has not dulled Dae- 
woo's enthusiasm for the 

project, says Prof White. 

The third progra m me, in 
Brazil, began in February 
this year and tndudes 44 stu- 
dents, from 11 cnmpanifts. 

All the programmes are 
different. The 16-monih Dae- 
woo! programme involves 
faH-ttme study. with the par- 
ticipants spending half tie 
programme In Michigan, for 
example, while the three- 
year BrarrJUan programme is 
centred around blocks of 
classes vn d examina tio ns 
over a period of about two 
weeks at a time. 

All the programmes 
involve a combination of 
local tA«*ft W r*g by W PH h ig w ici 
staff; classes on the Michi- 
gan campus, internet com- 
munications and videocon- 
ftavu&Dg 

The one requirement is 
that each participant must 
study the same number of 
hours as a “regular” Michi- 
gan MBA to get the degree. 
“There is only one Univer- 



sity of Michigan degree.'* as 
Prof White puts it. 

Michigan’s decision to set 
up operations in Brazil, 
Hong yony South Koras 
ha w taken the school into the 
sort of emerging markets 
which are the school's aca- 
demic strengths. But Prof 
White admits that attempts 
to set up a similar pro- 
gramme in Paris tailed 
because of the sophistication 
of existing managaman t edu- 
cation in Europe. In the 
future he plans progr a mmes 

in FnHja, ' PTilwn *nt| elSO- 

wbere In South America. 

Prof White is adamant, 
however, that Michigan will 


only move into geographical 
areas where the companies 
can afford the fees. The full 
EMBA programme costs 
366,000 (£34,000) - expensive 
for local Chinese companies, 
perhaps. But Prof White 
believes a mix of local ami 
international companies 
could foot the bill. 

Michigan has not been the 
mily school to discover that 
executive programmes can 
be lucrative. 

Fuqua, at Duke Univer- 
sity, broke the pricing mould 
for a degree course when it 
began its premium priced 
executive programme in 
1996. Today the foes are 


BUSINESS EDUCATION ENTREPRENEURSHIP 


Learning the secrets of educated risk-taking 


A new part-time programme aims to give owner-managers of 
small businesses a competitive edge, writes Sheila Jones 


Entrepreneurs take 
risks in pursuit of 
profit, according to 
the dictionary definition. 
But can the art be taught? 

Manchester Business 
School believes that with 
motivation, owner-managers 
can learn how to be effective 
.entre p reneurs. It is launch- 
ing an MBA in entrepreneur 

shjp_ 

“We are not able to give 
people personality trans- 


plants, nor would we want 
to.- says Francis fthttfenriim, 
course director. Tf you are 
risk averse, you would prob- 
ably not want to be an entre- 
preneur. Someone running a 
business has to have the per- 
sonality and drive, but with 
that, the evidence is that a 
higher level of business skill 
and understanding w31 help 
a company to succeed." . 

The course, which starts 
in January, is aimed at 


owner-managers of small 
and . medium-sized enter- 
prises. It combines core 
business topics, gw^h as mar- 
keting, financial and person- 
nel managpmant, with Spe- 
cialist options such as 
managing a family business, 
export management and 
venture and development 
capital 

"If an owner-manager is 
motivated to wMrtmie»- prof- 
its, they will seek out fee 


opportunities," says Mr Chit- 
tenden. “The course reflects 
that. Running an owner- 
managed business is signifi- 
cantly different for SMEs. 
Managers have to be compe- 
tent in all facets of the busi- 
ness and the; have to be 
able to delegate. To do that 
effectively, they need to 
know enough about how the 
business works, unlike a 
large company that has a 
range of specialisations.’* 

. The three-year part-time 
course, which costs £16,000 
to complete, comprises half- 


day, evening and weekend 
sessions. Some learning is 
through videoconferencing 
and the internet, with facili- 
ties around the UK provided 
by KPMG, the accountancy 
firm. It is heavily project- 
orientated, says Mr Chitten- 
den, and managers are 
encouraged to study each 
other's strategies and prob- 
lems. 

"Owner-managers can 
become isolated because 
they are too busy to talk to 
other people," he says. 
“They also find it hard to 


riand back from the busi- 
ness because there is so 
much pressure on them to 
get things done. Coming 
away from the business to 
think things through will 
allow managers to make 
better decisions and build 
better businesses." 

MBS is running open eve- 
nings about the new MBA in 
Manchester. Birmingham 
and London over the next 
few weeks (September 21 
and 28, October 6). Further 
information from Taala 
Smith at MBS. 0161 27o 6568. 



NEWS FROM CAMPUS 


385.800 per participant, 
which includes accommoda- 
tion and a state-of-the-art 
laptop with personalised 
software - but does not 
include air feres for the five 
residential periods in four 
continents which are an 
intrinsic part of the pro- 
gramme. 

And later this year IMD, in 
Lausanne, will launch its 
executive MBA Like Michi- 
gan and Fuqua it realises tbe 
pecuniary advantages uf tar- 
getting companies rather 
than individuals, with a 
course fee of SFrSO.ono 
(£34.000) without accomoda- 
tion costs. 


Scandinavian 

innovation 

programme 

Some of Scandinavia's 
biggest companies have 
joined forces wnh fee 
Scandinavian International 
Management instSute. in 
Copenhagen, to develop a 
series of executive 
programmes to increase 
innovation in their 
companies. 

The first group at 
companies s in the food 
i industry and includes 
Darusco. Kraft and Unflever 

m Sweden. The second 

group is in the medical 
sector and includes 
companies such as Astra 
and Upjohn. SmrthKlme 
Beecham in the UK is also a 
member of this group. 

Working with SIMI, fee 
groups have each developed 
a five-month executive 
I programme Four classroom 
j modules, each of four days. 

• are separated by six weeks 
J to allow time for in-company 
i application work. Each 
company sends between 
two and four participants on 
the programme. 

A tfwd trans- national 
consortium is now being set 
up to look at innovations hi 
fee software industry. 

SIMI. wwvr. sinu.dh 

Quick way to 
a short course 

Wife the number of short 
executive programmes 
increasing almost by the 
day, a UK company has 
launched an online training 
database of all the best 
short programmes in the UK. 

The database has the 
endorsement of the 
Association of MBAs, the 
UK’s accreditation body, 
which has approved aB fee 
training providers in the 
directory. 

The StudyUnk Training 
Directory, which has been 
set up by Learning 
Information Systems, can 
search electronically across 


iftousaaKte of programmes 
using criteria such as - 
locator^ cetf and type of 
course. 

StudyUnk Timing Qiracftxy. 

www.sfudi#Tfccom/tm*wtg/ 

uk 

Get it off 
your chest 

| The Roflay Park 
I Management institute has 
1 asked manager* to tefl them 
j what they think is happening 
in the workplace. 

! The responses win be 
! compiled into the 
j Management Agenda, on 
j annual snapshot of what it is 
j like to be a manager tn 
: Britain today. Last year's 
report Inghbghted stress, 
change and uncertainty as 
I central to corporate bfe. 
j Management Agenda will 
■ be published in January. 

J fioffey Part; UK (0)1293 
! 854036 
I 

i Said appoints 
I Whittington 

i The Said Business School at 
j Oxford University has 
I appointed a new director for 
its MBA programme. Richard 
Whittington, previously 
strategic management 
specialist at New College. 
Oxford, succeeds Anthony 
Hop wood, professor of 
operations management 
Sard Business School: UK, 
(0)1865 288650 

Seybolt goes 
to Thundeibird 

Thunderturd, the American 
Graduate School of 
International Management in 
Glendale. Arizona, has 
appointed John Seybolt as 
senior vice-president for 
academic affairs. Prof 
Seybolt is currently dean at 
the David EccJes School of 
Business at the University of 
Utah. He wffl oversee 
Thunderbird's faculty, 
academic programmes and 
student affairs. 

Thunderbird: www.t-bird.edu 


Information for News from Campus shook! be sent to Defia BrodshM, 

The Financial Tones. One Southwark Bridge, London SE1 9HL 
Tel. 44 171 873 4673 Fax 44 171 873 3950 


CONTRACTS & TENDERS 


REPUBLIC OF PANAMA 

Saving System and Allotment Cspitalrartiim of Public Servers (S1ACAPJ 

Administration Council 


INTERNATIONAL PUBLIC TENDER No. 1 
1 STAGE - PRE-QUALIFLCATION OF COMPANIES AND/OR CONSORTIUMS 
WHICH WILL PARTICIPATE IN THE SELECTION OF PAYER REGISTRAR 

. NOTICE 

1. The Administration Council of S1ACAP of the Republic of Panama, duly authorized by Law 
8 of February 6, 1997, invites all companies and/or. consortiums interested in participating in 
the International Public Tender, for -the selection of Payer Registrar that shall be in charge of 

' the opening, registiy and payment of individual accounts of those affiliated to the SIACAP 
Fund; for a five (5) year term, to present the relevant documentation for pre-qua lifi c a tion. 

2. From 8:30 p.m. until 10:00 pm on tbe 1st of October, 1998, all documentation for pre- 
qualification shall be received, at the Public Policies Technical Unit of the Ministry of 
Pla nning and Economic Policies (UTTP/MIPPE), located on Via Espafla, Ogawa Budding, 
4th Floor. 

3. Interested parties may obtain the Pre-qualification Document, as of the 31st of August, 1998 
from 8:30 am to 4:00 p.m., at UTPP/MIPPE,. during business days. These will have a cost 
of one hundred and fifty US Dollars ($150.00), NON -REIMBURSABLE, and payment shall 
be done through certified check in the name of the SIACAP Administration Council. 

4. From September 2tb through 9th, 1998, a period of inquiries and clarifications regarding the 
contents of the Pre-qualification Document shall be opened Questions shall be submitted in 
writing, and directed to the SIACAP Administration Council and delivered to UTPP/MIPPE. 
Replies to each inquiry shall be sent to the interested parties no later than September 1 1, 
1998. 

5. On September 7, 1998, at 10:00 am, at the UTPP/MIPPE, a previous meeting shall be held 
for every person interested in participating in the Pre-qualification Act, in order to answer 
inquiries and make observations, as weQ as to clarify any aspect of the Pre-quaHficarion 
Document. 

6. On September 14, 1998, an homologation meeting will be held at 10:00 am at 
UTPP/MIPPE. 

7. Pie-q ualificati on documents shall be opened during the Public Act to be held on Thursday 
October 1st, 1998, at 10:00 a.m. at the: 

PUBLIC POLICY TECHNICAL UNIT 
ministry of planning and economic policy 

VIA ESPANA OGAWA BUILDING 4th Floor 
P.O. BOX 2694, Panama 3, Panama 
Telephones: (507)264-2732, 2642914. Fax 264-2620 

Pilar Arosemenade Aleman 
President - 

SIACAP Administration Council. 


REPUBLIC OF PANAMA 

Saving System and Allotment Capitalization of Public Servers (SIACAP ) 

Administration Council 

INTERNATIONAL PUBLIC TENDER No. 2 
1 STAGE - PRE-QUALIFICATION OF COMPANIES AND/OR CONSORTIUMS . 

WHICH WILL PARTICIPATE IN THE SELECTION OF INVESTMENT MANAGERS 1 

NOTICE 

1. The Admmistration Council of SIACAP of the Republic of Panama, duly authorized by 
Law H of February 6, 1997. invites all companies and/or consortiums interested in 
participating in the International Public Tender, for the selection of Investments Managers 
that shall be in charge of managing the investment portfolio of the SIACAP Fund, for a 
five (5) year term, to submit the relevant documentation for pre-qualification. 

2. From 1:00 p.m. until 2:30 p.m. on the 1st of October, 1998, all documentation for pre- 
qualification shall be received from the parties interested in participating in the selection 
process of Investment Managers, at the Public Policies Technical Unit of the Ministry of 
Planning and Economic Policies (UTTP/MIPPE), located on Via Espana, Ogawa Building, 
4th Floor. 

3. Interested parties may obtain the Pre-qualification Document, as of the 31st of August, 
1998 from 8:30 am to 4:00 p.m., at UTTP/MIPPE, during business days. These will have 
a cost of one hundred and fifty US Dollars (5150.00), NON-REIMBURSABLE, and 
payment shall be done through certified check in the name of the SIACAP Administration 
Council. 

4. From September 2th through 9th, I99S, a period of inquiries and clarifications regarding 
the contents of the Pre-qualification Document shall be opened. Questions shall be 
submitted in writing, and directed to the SIACAP Administration Council and delivered to 
UTPP/MIPPE. Replies to each inquiry shall be sent to the interested parties no later than 
September 11, 1998. 

5. On September 8, 1998, at 10:00 am, at the UTPP/MIPPE. a previous meeting shall be held 
for every person interested in participating in the Pre-qualification Act, in order to answer 
inquiries and make observations, as well as to clarify any aspect of the Pre-qualification 
Document. 

6. On September 15, 1998, an homologation meeting will be held at 10:00 am at 
UTPP/MIPPE. 

7. Pre-qualification documents shall be opened during the Public Act to be held on Thursday 
October 1st, 1998, at 2:30 p.m. at the: 

PUBLIC POLICY TECHNICAL UNIT 
MINISTRY OF PLANNING AND ECONOMIC POLICY 
VIA ESPANA OGAWA BUILDING 4th Floor 
P.O. BOX 2694, Panama 3, Panama 
Telephones: (507) 264-2732, 264 2914. Fax 264-2620 

Maria del Pilar Arosemena de Aleman 
President 

SIACAP Administration Cooaeil 
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INSIDE TRACK 



Evidence is mounting in 
support of claims that the 
new breed of low-cost 
European airlines is 
attracting an Increasing 
number of business 
travellers. 

On higher-cost carriers 
from Europe, latest research 
from American Express 
shows business class fares 
continuing to climb, while 
those aimed at leisure 
travelers are falling. 

Soma of the sharpest 
long-term rises have hit 
travellers buying business 
class tickets in the UK. 
France and Italy. They are 
now paying respectively 19 
per cent, 11 per cent and 10 
per cent more than two 
years ago. 

But me firm's European 
Corporate Travel Index for 
the second quarter of this 
year shows leisure fares 
across the region ware 2 per 
cent lower, on average, than 
last summer. 

Travellers from the UK to 
North America have suffered 
the rawest deal over the 
past two years. They are 
paying roughly a quarter 
more for transatlantic 
business fares than two 
summers ago and 25.4 per 
cent extra in luxury hotel 
bills. 

Hotel re-opens 
after refit 

Dubrovnik’s Excelsior Hotel 
is scheduled to re-open 
tomorrow in time for the 
winter conference season. It 
suffered severe damage 
during the siege which 
wreaked so much havoc In 
the city. Though it began 
receiving guests again when 
hostilities ceased, It has 
undergone a ElOm facelift. 
The number of rooms and 
sutes has been reduced 
from 220 to 172. There is a 
new indoor pool, and an 
extended conference hail 
can seat 400. 

Failing to tap a 
computer market 

The laptop computer seems 
as much a part of the 
business traveller's armoury 
as the credit card wallet - 
but companies providing 
them for staff remain in a 


BA launches 
Denver link 

As British Airways prepares 
to launch scheduled services 
from London to Denver 
tomorrow, there is news of a 
I new hotel in Colorado's Mile 
| High City. Describing Itself 
as Denver's “hippest 
I high-style luxury hotel", the 
j 189-room Monaco is a 
conversion ol two buildings 
dating from 1917 and 1937. 

| It promises rooms with CD 
players, two phone lines and 
a dataport, and coffee 
makers. Fourteen of the 32 
suites will have whrrfoools. 
The four-star hotel is due to 
open in October on Champa 
Street. 

Booking net 
returns 

Travel agents are embracing 
the internet, rather than 
waiting for it to undermine 
their business, says 
London-based hotel 
reservations company Uteil 
International it says 
bookings through its website 
have been growing at an 
average 35 per cent a 
month, and 46 per cent are 
from agents, a much bigger 
proportion than expected. 

Code-share deal 

Gulf-based airline Emirates 
is to take over the operation 
of South African Airways’ 
daily direct service between 
Dubai and Johannesburg in 
mid-September, under a 
code-sharing agreement 
The move is part of a drive 
by SAA to make more 
profitable use of its fleet 
The two carriers say they 
intend to extend the 
arrangement to cover 
connecting flights at both 
ends of the route. 

Roger Bray 
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1998 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 

It is vital that today's finance professional keep 
abreast ol the latest developments. For trie 
past decade ICMB has built a solid reputation 
training executives from over 900 institutions 
and 84 countries in the latest nsk management 
techniques. A highly renowned international 
faculty assists participants to build sophisticated 
stalls which enables them to profit from complex 
challenges in a rapidly changing environment. 

Stephen Schaefer September 7 -11 

BOM) PORTFOLIO AND WTEREST-RATE RISK 
UAJUGEUEKT 

Anthony Neuborgor September 14- 18 

THE USE OF OBtiVATTVeS M CORPORATE FINANCE 

AM PORTFOLIO MANAGEMENT 

Rend Stub September 21 - 25 
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Gordon Ibbotson 


Sept. 28 - Oct. 2 
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Mike Staunton 

October 12 ■ 16 
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Philippe Jorion 

GLOBAL ASSET ALLOCATION 

October 19-23 

13 

David Cox 

November 9- 13 


QUANTITATIVE TECHNIQUES FOR FINANCIAL 


MARKETS 


14 

Salih Neftti 

November 16-20 
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For our detailed brochure, please contact: 
Fabienne Scagliofa or Beatrice Candoffi 

ICMB 

Av. Blanc 49 - 1202 Geneva, Switzerland 
Tel: +41-22/73195 55 
Roc +41-22/731 95 75 
httptfheiwww.unige.<ft'icrrM 
e-mail onb6hei.unige.ch 






It will soon be time 
to forget those trips 
to the Post Office. 
We will be printing 
our own postage 

, What will be tbe biggest 
internet marketing war of 
1999? My guess is that it win 
be fought over electronic . 


TRAVEL IN-FLIGHT SMOKING 


US kicks the habit 


Passengers Association 
(1APA) Ls concerned that 
making it impossible far 
smokers to satisfy their crav- 
ing on lengthy journeys will 
lead to an increase in disrup- 
tive passengers. Airlines are 
facing an escalating inci- 
dence of unruly behaviour, 
including physical attacks 
on fellow passengers, cabin 
crew and even, pilots. 

“There is increasing evi- 
dence that on long-haul 
flights people addicted to 
smoking will have behav- 
ioural crises. Something has 
to give," says Hans Krak- 
auer, IAPA government and 
industry affairs spokesman. 
“On the one hand, airlines 
are saying they will not tol- 
erate violence on board; cm 
the other, they are produc- 
ing the circumstances which 
cause it." 

Figures from British Air- 
ways lend weight to Dr 
Krakauer's argument. 
Between April 1 1997 and 
March 31 this year, its crew 
logged 266 incidents of abu- 
sive passenger behaviour, of 
which 172 were entirely 
smoking- related. Others 
were caused by Intoxicated 
passengers trying to smoke. 

BA became a smoke-free 
airline in March and 
remains convinced it has 


adopted the correct policy. 
“We carry 41m passengers 
per year, which puts these 
numbers into perspective," 
says a spokesman. “These 
are 172 Incidents more than 
we would like to see, taut 


‘On long flights 
people addicted 
to smoking will 
have behavioural 
crises’ 


The skies stateside are fast becoming a smoke-free zone. But 
how will nicotine-crazed passengers cope, asks Amon Cohen 

Smokers flying to the Passengers Association adopted the correct polli 
•K US may be about to (IAPA) 1s concerned that “We carry 4lm passe ngt 
k * 2 take their last gasp, making it impossible far per year, which puts thi 
The Senate wants to stub smokers to satisfy their crav- numbers into perspectlvi 
out the habit on all flights ing on lengthy journeys will says a spokesman. “The 
into and out of the country, lead to an Increase in dlsrup- are 172 Incidents more th 
The bill needs to be rive passengers. Airlines are we would like to see, b 

approved by the House of facing an escalating inci- — — 

Representatives and author- deuce of unruly behaviour, • . . 

ised by President Bill Clin- Including physical attacks On long flights 
ton. but in practice the on fellow passengers, cabin . 

clamp down has already crew and even pilots. pGOplG addicted 

started. “There is increasing evi- ... 

Smoking has long been dence that on long-haul 10 smoking Will 
banned on US earners, but flights people addicted to. . . . 

many of their foreign rivals smoking will have behav- have bfJoaVIOUral 
have persisted with it Air ioural crises. Something has 
France was one of the to give," says Hans Krak- CTISOS 

remaining carriers to allow auer, IAPA government and — 

smoking on board until it industry affairs spokesman. 

banned the practice on US “On the one hand, airlines everyone now knows th 
flights on April l this year, are saying they will not tol- BA is a no-smoking airli 
The official reason was erate violence on board; cm and we inform passenge 
customer demand. Unoffi- the other, they are produc- during the in-flight safe 
daily. Air France sources ing the circumstances which warning." 
say they were leaned on by cause it." Ironically for Air Fram 

US authorities. Many smok- Figures from British Air- its transatlantic flights we 
ere from the UK and other ways lend weight to Dr operating what IAPA a 
European countries travelled Krakauer's argument, pro-smoking grou; 
to the US via Paris so that Between April 1 1997 and regarded as a solution to £ 
they could puff their way March 31 this year, its crew problem, 
across the Atlantic with Air logged 266 incidents of abu- The French flag earn 
France. sive passenger behaviour, of has created what it ca 

Yet even though surveys which 172 were entirely L’Espace Fumeitr, a par 
consistently show the over- smoking- related. Others tioned area with enhanc 
whelming majority of smok- were caused by Intoxicated air circulation where pass* 
ere are in favour of s rooking passengers trying to smoke, gers can stand and smo 
bans, is prohibition on all BA became a smoke-free before returning to thi 
airlines wise? airline in March and seats, all of which are me 

The International Airline remains convinced it has smoking. Air France st 


everyone now knows that 
BA is a no-smoking airline 
and we inform passengers 
during the in-flight safety 
warning." 

Ironically for Air France, 
its transatlantic flights were 
operating what IAPA and 
pro-smoking groups 
regarded as a solution to the 
problem. 

The French flag carrier 
has created what it calls 
L'Sspace Fumeur, a parti- 
tioned area with enhanced 
air circulation where passen- 
gers can stand and smoke 
before returning to their 
seats, all of which are non- 
smoking. Air France still 


operates L'Sspace Fumeur to 
South America, the Far East 
and some African and 
Middle Eastern destinations. 

Pro-smoking lobby Smoke- 
peace Europe lists other 
dgarette-friendly carriers on 
a card and on its website 
(towuLsmokepeace. com) . 

Wealthier puffers may also 
like to consider chartering 
their own aeroplane. Air- 
craft charter broker Hunt A 
Palmer reports there are 
options available in all sizes 
- but at a cost 

“On two occasions, clients, 
of ours have insisted on 
smoking on non-smoking 
flights in the foil knowledge 
that a bill of £1,500 awaited 
them at the end of the flight 
for the deep cleaning of the 
aircraft." says Jamie Martin, 
Hunt & Palmer director. 
“Fortunately, they were rela- 
tively small executive jets, 
whereas deep cleaning of a 
jumbo jet can amount to 
£4.000." 

The search also continues 
for smoker-tolerant estab- 
lishments on the ground. To 
that end, British pressure 
group Forest has just pub- 
lished the Smoker’s Gidde to 
Scotland, edited by James 
Leavey (Quiller Press, £7.95), 
which meticulously and 
amusingly lists hotels, 
restaurants, airports and 
stations where lighting up is 
permitted. 


At present, small 
businesses have two ways of 
witting letters. One is to 
buy stamps; .the other is to 
use a machine that prints a 
frank, or indicium, on each * 
letter, where the cost of 
postage is paid in advance. - 

Ftom next year, however; 
it will be possible to print 
indicia without owning a 
franking mar-hina at ail- You 
will be able to pay for 
postage over the internet 
htiA then simply print it. 

• In February 1997. this 
column reported on a 
company called E-Stamp 
that had developed the 
world's first internet 
fr anking system using a 
gadget plugged into the 
computings serial port The 
company had obtained 
approval from the US Postal 
Service (USPS) to test it in 
Washington DC.- 

Last week, however, a 
secotui startup entered the 
fray. StampMaster, a 
company based near Los 
Angeles, announced it had ' 
won the USPS’s blessing for 
a new Internet stamping 
system based only on - 
software. John Payne, 
StampMaster*s president, 
said small business or home 
users will he able to 
'download a piece of software 
and frank their first letter 
five minutes later. 

This is a killer 
improvement in 
convenience, since the box 
that forms part of the 
E-Stamp solution will be sold 
for *99*120 (£60-£75). Those 
who want to use it will have 
to wait for it to be delivered. 

But foe advantages are not 
all on StampMaster's side. 
Sunlr Kapoor, E-Stamp's 
chief executive officer, 
cautions that the. . 
software-only version is Jess 
impressive than it sounds. 
You cannot download $10 or 
$20 worth of postage and use 
it when it suits you. Instead, 
to satisfy USPS worries 
about lack of security on 
standard hard disk drives, 
you must connect to the 
internet each time you put 
an indicium on an envelope. 
Those who do not have a 
permanent connection will 
have to dial up each time 
they want to print a letter. 

Mr Kapoor says that 


E-Stamp’s research suggest 
many customers prefer 
having a separate hard*** 
device because it Wf**** 
concrete evidence of be 
uostaee they have paid lor. 
Be also argues price is not a 
barrier to the new service. 

I don't agree. My guess is 

that E-Stamp will soon 

discover a competitor that 
does not require customers 
to pay a $99 entry ticket will 
have an important 
advantage. 

Mr Payne believes 
StampMaster’s head start 
with software-only franking 

will turn into a six- to 
nine-month lead time in the 
market. This is significant 
since he expects between lm 
and 2m users of electronic 
; franking by the end of 1999, 
at which point the market 
win go vertical and a 
Cast-growing share of the 

existing S44bn postage 

business in the US will 
migrate to the Internet. 

Mr Payne is already 
planning for his company's 
commercial roll-out. He says 
StampMaster has signed 
unann ounced marketing 
deals with three of the 
biggest five portal sites on 
the internet. 

But E-Stamp has some 
tricks erf its own. It has just 
raised $l6m in financing, 
with Microsoft and Compaq 
among the lead investors. 
And Mr Kapoor says he has 
struck a deal with Compaq 
to equip most of the small 
PCs that Compaq ships in 
the US in 1999 with a button 
on the screen offering 
a quick way to open an 
account with E-Stamp. 

Mr Payne says 
StampMaster will rely on 
three techniques to 
distribute its product: 
download, preload, and 
embed. Download means 
customers simply download 
software from the internet 
Preload means deals like the 
one that E-Stamp has done 
with Compaq. Embed means 
persuading software 
companies to build 
StampMaster use into their 
programs so customers can 
easily print franked letters, 
and giving companies a 
share of the fees customers 
will pay in addition to the 
basic cost of stamping. 

Hence the battle. Two 
companies, each well funded 
and with a clear 
understanding that 
marketing and distribution, 
rather than technology, will 
be the drivers of success. 

The winner will be the one 
that convinces marketing 
partners it can give them the 
largest long-term source of 
revenue. 

hmJcuJisoniespobctx.com 
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RALPH ATKINS 

FILE FROM BERLIN 


Blank page in a national history book 


A decision on the Holocaust memorial, the subject of fierce 
debate, has been delayed until after Germany's general election 


Like the unseasonal late 
summer winds, history 
howls from behind the 
plastic sheets protecting the 
new Berlin under 
construction. The air 
ministry of Hermann Gifting 
is emerging as the future 
Jlnonrr ministry. Kaiser 
William Q’s imperialistic 
Reichstag is topped with its 

transparent glass dome. But 

in the centre, next to the 
Brandenburg Gate - emblem 
of German unification in the 
1990S - lies a terrible hollow. 
The site designated to serve 
in memory of Germany's 
bleakest chapter, the murder 
of 6m Jews in the second 
i world war. stands idle. 

! Last week. Eberbard 
Diepgen. governing mayor of 
Berlin, in agreement with 
Chancellor Helmut Kohl, put 
off a decision on plans for a 
Holocaust memorial until 
after Germany's general 
election on September 27. 
Despite 10 years of debate. 

1 they decided the political 
atmosphere was 
inappropriate for impartial 
decision making. When the 
! federal government and 
parliament move into Berlin 
i from next year, it will be as 


if a page of Germany's 
history has been left blank. 
“If a nation is like a book, all 
the chapters have to be 
there." says Christoph SUM, 
general director of the 
German history museum in 
Berlin. 

It to an agonising debate, 
not just because of its 
longevity. At issue has been 
whether a monumental 
memorial would be a false, 
bombastic attempt to draw a 
line under Nazi history. 
Should Berlin wallow in 
remorse or rebuild afresh? 
Can perpetrators erect 
monuments to their victims? 
And if the Holocaust is to be 
Immortalised, does the 
enormity of the crimes 
require a statue of enormous 
proportions? But at the heart 
' of the debate is the eternal 
question of how Germany 
addresses its past 

Chancellor Kohl, who lost 
his brother in the war, has 
provided a partial answer. A 
short walk into east Berlin 
from the Holocaust 
memorial site stands the 
Neue Wache (New 
Guardhouse), which in 1993 
became the country's central 
memorial u is a modest 


construction. Built by 
Prussia’s Frederick William 
ffi between 1816 and 1818, 
the bonding's 20th-century 

history is as sweeping as 
Germany’s. In 1931 it became, 
a memorial to “those fallen 
in the world war" and in the 
1960s was restored by the 
East German government as 
a “memorial for the victims 
of fascism and militarism". 

At Mr Kohl’s instigation, 
today's centrepiece is a 
sculpture; an enlarged 
replica of the pitifal “mother 
with her dead son” by Kfithe 
KoHwite, the German artist, 
and opponent of Nazism 
whose surviving work fills a 
house in Fasanenstrasse 
where the synagogue burned 
on Rristalbiocht in 1938. The 
dedication in the Neue 
Wache, agreed with Ignatz = 
Bubis. president of the 
council of Jews, is to the 
broad spectrum of ^victims 
of war and tyranny”. 

But it is dearly not 
enough. Unofficially at least, 
the quid pro quo for Mr 
Bubis*, endorsement of the 
Neue Wache was the 
chancellor’s support for a 
specific memorial to the 
Holocaust The initiative 


came from journalist Lea 
| Rush bat grew into a 
national project about which 
every academic could offer a 
view and any public body or 
layer of government could 
declare an interest. 

For Us part, the federal 
government offered the 
two-hectare site in the 
centre of Bolin, recognising 
. the city's direct complicity 
in the crimes of war. Yet the 
initial idea seems to have 
been lost in the swirling 
controversy. 

In 1995 a first design 
competition, which 
prompted 528 entrants, 
ended with Mr Kohl vetoing 
as too overwhelming plans 
for a massive gravestone, 
engraved with the names of 
millions of murdered Jews, . 

In a second attempt, a 
select group of architects 
was invited to submit fresh 
proposals. The result was 
that plans by Peter 
Bfaen ma n , the New York 
architect, for a field of 

varying-hdght stone pillars 
resembling a Jewish 
graveyard emerged as dear 
favourite. 

. This summer, however, 
the forces of opposition have 
drtited agadn. Mr Eisenmao 
responded to criticism by 
reducing the number of 


pillars from 4,000 to 2,700 
and reducing the number 

With the BMiimom dm 

height. . 

But Berlin’s Mayor 
Diepgen remains deeply 
sceptical Such a memorial, 
he' argues, has to make a 
clear connection with tha 
past “you have to think of 
young people visiting in 20 
years: If it is too abstract 
they won't be able to 
understand," he says. 

He points oat that chilling 
mementoes already exist 
including an e xhibition on 
the site of the former, . 
Gestapo headquarters in the 
centre of Berlin entitled 
Topography of Terror. 
"Memorials should have an 
element of shock. They 
should pose uncomfortable 
| questions," Mr Diepgen says. 

Perhaps more decisive 
j could prove the intervention 
of Michael Naumann. the 
New York publisher chosen 
as culture spokesman by 
i Gerhard Schroder, Social 
Democratic chancellor 
| candidate in September 2Ts 
election. 

Mr Naumann argues: 
“There are those who thi-n fr 
i that with a memorial litre 
I fids we can draw a line 
under the pash That is 
I exactly the attitude that 


Helmut Kohl hag taken. It is 
as if we can freeze memories 
in stone - or rather 2,700 
pieces of stone - and that is 

that, " 

Other sites associated with 
the Holocaust are perhaps 
more appropriate places for. 
memorials, he cays 
Mr Naumann even 
compares the current plans 
with the style of Albert 
Speer, Hitler’s planner, “to 
the extent that the only 
outstanding quality of 
Speer's architecture was that 

it was overwhe lming ^ 

and dwarfed individualism. 
There are artistic gestures 

possible which are less 


uoiuuoaai, 

less imperial, more 
provocative and thoughtful 
- m short, more moving." 

Some fear the project is 
now dead. One view is that 
the Holocaust memorial has 
fallen victim to Germany s 
Post-war system of 
consensus which underpins 
its now-stable democracy 
But that is too kind an 

3SEES r b,tte 

self-paralysis. They tried to 
find a consensus in 
aesthetics. That is 

impossible." 
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THE ARTS 


The Berito RiBharmonic: . 
C>x^est^corKJuct8d; byCteucfio 
Abbado. gives the opening ' ' 
wnoerf of.ttisjear'sBeriBi- ’ 
festival at the PhShamonie on 
Wednesday. The programme . 
consists of works by Remand - 
Beethoven. The main focusof . 
the festival, which runs for a 
month,' fs Viennese culture from \ 
1750 to 1950, 1 


Two big US orchestrasoome to - 
the Proms this week. Tonight aid 
tomorrow, Esa-Pekka Salonen ; ' 
conducts the Los Angeles' : 

Ptiifri armorvcto works by j 

Stravinsky, Sibedu3,^Coplandand 
John Adams. On Thursday, In'tfw 
Aral of two FYoma conducted by 
Daniel -Barenboim {above nQhtJ,^ J 
toe Chicago Symphony gives the 



p wteg a nceof A» 


■ IK premiere of Srt-iarrisoa - 
Birtwlstie's latest qrttoestrpIWcrk, 
Exoefpi r -y:. - 

' Theworfcfpremiara of Edward 
Afceefe newptey r: 7?» P toy About 
The £te*jr{righ9.takes place 
tomorrow attod Atmalda Theatre. 
The castcwnpriseis Frances de 
la Tour, Alan Howard, Rupert 


TheEdhbugh festhatv^Kfeup 

itis week with a cetebrafiohtrf 
music of Smetana. The... 
centrepiece is a new ScbttMr . 
Opera production of Dafbor, ./> 



SS2X**;: 
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Thoughts sage: astronomer Sir John Herschd in 184$ and Maggi Hanging's splendid 1985 portrait of Dorothy Hodgkin, the crystalographer, with several extra hands to denote both speed and intensity 

EXHIBITION NATIONAL PORTRAITGALLERY TRAIL _ • _ 

Sedentary scientists lost in thought 


Jon Tumey has to hunt for pictures with any sign of hands-on experiment in the laboratory 


A stern Figure in a full wig and a 
silken gown sits in a high-backed 
chair. He gestures languidly 
towards an open book, so be is a 
man of learning. But before that be 
is every Inch a 17th-century 
English gentleman. You would 
never know from the image that 
the man in question. Robert Boyle, 
spent much of his life toiling in his 
laboratory. 

This removal of the subject from 
the realities of his work is typical 
of 20 portraits of scientists that the 
National Portrait Gallery Is high- 
lighting in a new “trail" through 
its collection. Until very recently, 
the conventions of English portrai- 
ture gave a firm impression that 
science was mental, not manual 
labour. Whether the sitter was 
Boyle's contemporary Isaac New- 
ton, Humphrey Davy a hundred 
years later or even an engineer 
such as James Watt, or a doctor 
like Edward Jenner, all were 
shown as uontemplatives. 

If they read more deeply into the 
book of nature than their fellows, 
it was because they bad keener 
vision, sharper insight. 

Among the early portraits, only 


the young botanist and explorer 
Joseph Banks, painted by his 
friend Joshua Reynolds, looks as 
though be might actually get up 
out of his chair and go somewhere. 
True, the Victorian geologist 
Charles Lyell is wearing an out- 
door coat, Michael Faraday might 
have some use for the battery he is 
studiously ignoring and Davy is 
shown next to his miners' safety 
lamp. But Davy's sheaf of papers 
and quill pen lie nearer to hand. 
The lamp simply looks as if it is 
there to enable him to go on writ- 
ing longer as the light dims. 

The importance of inscription is 
underlined again in Yolanda Son- 
nabend's painting of Stephen 
Hawking, the current favourite 
example of the scientist as disem- 
bodied intellect. He sits in front of 
a blackboard covered with indeci- 
pherable chaJkmarks. His eyes, 
looking away from the board, are 
the only part of his face depicted 
sharply, but are not focused on 
anything in our view. The marks 
thus appear not as an aid to 
thought, but simply as a means for 
writing down the results: science 
becomes a kind of cosmic dictation. 


Fallowing the trail chronologi- 
cally makes Hawking - a very 
unusual scientist not because of 
his physical condition but because 
he is a theoretical physicist - seem 
instead like a typical natural phi- 
losopher. It is of a piece with the 


Twentieth-century artists, 
though, some commissioned by the 
gallery to correct a perceived 
neglect of scientists, are beginning 
to show a bit more imagination in 
portraying thinking as work. This 
is brilliantly rendered in Maggie 


images of Boyle and Newton, or Hambling's portrait of Dorothy 
Hodgkin, the crystallographer.. 


She sits behind an elaborate 
Until very recently i molecular model, which looks as if 

. It has actually been buOt by hand. 

English portraiture And the subject herself, equipped 

by the artist with extra hands to 
gave the firm denote both her speed of movement 

and the intensity of her engage- 
impression that ment with her work, is simulta- 

. neously poring over computer prin- 

science was mental, touts, sketching a chemical 

structure, studying a photograph 
not manual labour and hefting a magnifying glass. 

She is still working alone, and she 

with John Collier's wonderful pic- is in her study, removed from the 
lure of the ageing Charles Darwin, world. But she surely looks as if 
The light falls on the lofty dome of she is working, passionately 


Darwin's skull and his white beard. 
He Is far removed from the ven- 
turesome young naturalist of the 
Beagle voyages, or even the invet- 
erate experimenter of Down House. 
He is a sage, and what matters is 
the quality of bis thought 


involved in trying to wrest sense 
from idles of data. 

There is still no sign of a labora- 
tory, however, any more than in 
the rest of the score of paintings 
that the gallery, along with the 
Royal Society, has chosen. The 


first image of an actual scientific 
workplace, in fact, is in a recent 
portrait of the genial double-Nobel 
Laureate Fred Sanger, shown in 
the lab with its orderly array of 
bottles and glassware. The Sanger 
portrait is not part of the set writ- 
ten up in the booklet, which inter- 
ested visitors can use gratis to dis- 
cover the chosen scientists. But It 
is well worth seeing. 

In fact, if it matters whether the 
National Portrait Gallery does 
right by scientists. It is worth not- 
ing several other pictures at least 
as Interesting as those written up. 
You won't miss Thomas Huxley, 
standing large between Darwin and 
Lyell, but you might not notice 
Edmund Halley, surely more wor- 
thy of inclusion In a gallery of sci- 
entists than Christopher Wren. 
You are likely to miss an attractive 
small pastel of the pioneer chemist 
Joseph Priestley. 

And If you pause to examine a 
Daguerre type of Charles Babbage, 
look also at my favourite of all, a 
striking photograph of astronomer 
John Herschel. A more unkempt 
sage this, with wild white hair and 
a discernible stubble. But more 
than any of the painters’ subjects, 
he really does look lost in thought 


The “biggest” musical event 
at Edinburgh this-past week 
was the return of the. Berlin 
.Philharmonic after an 
absence of 26 years. Under 
Claudio Abbado, it certainly 
ployed “big" - Beethoven's 
“Choral” Symphony with 
quadruple woodwinds, a 
super-honed Brahms Third 
in which the outer move- 
ments came in great unhesi- 
tating sweeps: nothing rumi- 
native. but any amount of 
forcefiil drive. 

Yet the Berliners played 
Brahms' gentle inner move- 
ments, the ‘intermezzi”, 
with some tenderness. Just 
because of that, they seemed 
! like mere parentheses 
between the hard-driven 
, Allegros. Symphonically 
speaking, .the Third lost 
s omething - thereby. Nobody 
would play Brahms-'s sona- 
tas, trios or quartets without 
indenting the musical para- 
graphs, leaving space to col- 
lect thought. Why should 
Abbado tear through the 
main movements with such 
stun, unremitting intensity? 

Maria Joao Pirns 's irresist- 
ibly dewy, songfid account 
of Schumann's piano con- 
certo never found any close 
rapport with the orchestra. 
No surprise: they woe tem- 
peramentally worlds apart, 
and sometimes a heat or two 
as well. Abbado 's Beethoven 
was Ear more idiomatic, and 
crowned by an intrepid quar- 
tet of soloists. Though Bryn 
Terfel had cancelled (yet 
again), Elke Wilm Schulte, 
his replacement; was ade- 
quately ringing and 
rounded, and probably 
blended better with his 
refined colleagues - Soile 
IsokosJd, Birgit Renunert 
and Reiner Goldberg - than 
Terfel's gigantic voice would 
have done. The . Edinburgh 
Festival Chorus paid amends 
for their unhappy, festival 
start (the Berlioz Requiem ) 
with secure, full-hearted 
sin g in g - ' 

★ 

I heard Andrfis Schiffs last 
Schumann piano recital at 
the Queen's Hall with mixed 
feelings. He had just been 
playing Bach’s 48 Preludes & 
Fugues, and there was a 
peculiar carry-over. Much of 
the earlier Novelletten and 
the Humoreske were drasti- 
cally under-pedalled, and 
thus rather dry and prickly, 
tiie better to expose Schu- 
mann's subsidiary voices - 
as if they all had the same 


democratic weight as in 
Bach's part-writing. 

But they don’t: and it was 
often frustrating to hear 
Sc biff’s thrusting left hand 
reduce the loading 
right-hand music to mere 
descant. Interesting, of 
course, and deftly done; but 
the intended feeling in many 
sections just drained away. 
Luckily Schiff returned to a 
. more sensible balance in his 
second half, and Schumann 
began to sound like himself 

a gapn 

The Hugo Wolf song recit- 
als continued in profusion, 
and with Meet. Barbara Bon- 
ney lent ber cultivated art 
and her bright soprano 
(slightly foxed by the end of 
a cold) to Goethe, Elcben- 
dorff and Mftrike Lieder. Her 
clever pianist Malcolm Mar- 



tin eau, determined not to be 
taken for a mere accompa- 
nist, sometimes crowded her. 

Not so Rudolf Jansen, n 
perfect partner for Robert 
HoQ's grave, lyrical bass; 1 
have not heard Wolfs great 
Michelangelo songs limned 
so beautifully and persua- 
sively. As for the late-even- 
ing performance of Schub- 
ert’s Wmtmvise by Matthias 
Goerne and Alfred Brendel, 
that was a wonderfully illu- 
minating experience - sober, 
penetrating, deeply expres- 
sive. They must repeat it, 
somewhere more intimate 
than the Usher Hail. Goerne 
never forces his tone, and 
people' in the Upper Circle 
must have strained to hear. 

Back in the Queen’s Hall, 
the Keller Quartet brought 
off a bold experiment 
superbly: to interleave 
Bach's Art of Fugue with 
Gyfirgy Kurtdg's spare, infi- 
nitely sqcqinct quartet-mu- 
sic. A bracing challenge to 
the ears, it was also nourish- 
ment for the spirit In some 
hard-to-explain way, we 
found ourselves hearing 
both Bach and Kurtag as if 
pristinely, and with compul- 
sive attention. Another expe- 
rience to remember with 
awe and gratitude. 

David Murray 


INTERNATIONAL 

Arts 

Guide 


BILBAO 

EXHIBITION 

Quggenheim Museum Bilbao 
Tel: 34-4-423 2799 
www.guggenheim.org 
China - 5,000 Years: organised in 
collaboration with the Ministry of 
Culture of the People’s Republic 
of China, comprising 500 works 
of art ranging from the Neolithic 
to the contemporary. Many of 
these objects have never before 
been seen outside China: to 
Sep 1 

BIRMINGHAM 

CONCERT 
Symphony Hail 

Tel: 44-121-212 3333 
Chicago Symphony Orchestra: 
conducted by Daniel Barenboim 
In works by Strauss, Berg and 
Tchaikovsky: Sep 5 

BRUSSELS 

CONCERT 

Palais des Beaux Arts 
Los Angeles Philharmonic.' 
conducted by Esa-Pekka 
Salonen in works by Copland, 


Salonen and Sibelius; Sep 2 

BUDAPEST 

EXHIBITION 

Hungarian National Gallery, 
Buda Castle 
Teh 36-1-375 7533 
Jozsef Rippl-Ronai: retrospective 
of the Hungarian 
post-impressionist, comprising 
250 works. Includes decorative 
art objects and personal 
photographs and letters as well 
as paintings loaned by private 
collectors and museums; to 
Sep 6 

CHICAGO 

EXHIBITION 

Art Institute of Chicago 

Tel: 1-312-4433600 

www.artic.edu 

Japan 2000: Design tor the 

Japanese Pub fie. Part two of the 

sertes focuses on the G-Mark 

system, which promotes good 

design. Includes watches and 

bicycles; Kisho Kurokawa 

Gallery; to Sep 7 

EDINBURGH 

OPERA 

Edinburgh International Festival 
Tel: 44-131-473 2000 
www.go-edtoburgh.co.uk 

• Dafibor by Smetana. New 
Scottish Opera production by 
David Pountney. With sets by 
Ralph Kottai and costumes by 
Sue WUtmingtor. The conductor 
is Richard Armstrong; Edinburgh 
Festival Theatre; Sep 3, 5 

• Libuse: by Smetana. Concert 
performance by the BBC 


Scottish Symphony Orchestra 
and the Edinburgh Festival 
Chorus, conducted by Oliver von 
Dohn&nyi; Sep 4 

THEATRE 

Edinburgh International Festival 
Tel: 44-131-473 2000 
www.go-edinburgh. co.uk 

• More Stately Mansions: by 
Eugene O’Neill. Adapted by Karl 
Ragnar Gierow from O’ Nadi’s 
unfinished manuscript- Ivo van 
Howe directs the New York 
Theatre Workshop; Royal 
Lyceum Theatre; Aug 31; Sep 1. 
Sep 2. 3. 4, 5 

• Ptfedre: by Racine. New 
Th6§tre Vidy-Lausanne 
production, directed by Luc 
Bondy; King’s Theatre; Sep 2, 3, 
Sep 4, 5 

LISBON 

FESTIVAL 

Expo ’98, May 22-Sep 30 
Dive toto the Future: this 
performing arts festival comes 
under the Expo umbrella and 
includes the premiere of a new 
work by Alan Plate!; to Aug 31 

LONDON 

CONCERTS 

BBC Proms, Royal Albert Hall 

Tel: 44-171-569 6212 

• BBC Symphony Orchestra: 
conducted by Manfred Honeck in 
works by Webern, Beethoven 
and Prokofiev. With piano soloist 
Alfred Brendel; Sep 2 

• Chicago Symphony 
Orchestra: conducted by Daniel 
Barenboim in the European 
premiere of Harrison Birtwistle’s 


Exody. The programme is 
completed by Mahler’s 
Symphony No. 5; Sep 3 

• Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in toe world premiere of 
his own LA Variations. 
Programme also indudes works 
by Copland and Stravinsky; 

Aug 31 

• Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by John 
Adams. Mahler and SbeHus. 

With mezzo-soprano Lorraine 
Hunt; Sep 1 

EXHIBITIONS 
Hayward Gallery 
Tet 44-171-261 0127 
wwwMyward-gallery.org.uk 
Bruce Nauman: spanning toe 
career of the American artist, 
b.1941, this exhibition focuses on 
his relationship with language, 
and includes sound and video 
installations as well as neon 
pieces such as One hundred live 
and die (1984); to Sep 6 

Tate Gallery 
Tel: 44-171-687 8000 
Patrick Heron: b. 1920, Heron is 
one of the leading figures of 20th 
century British art He led the 
development of abstract art In 
Brftaai with his stripe paintings 
produced to the. 1950s. This 
display includes around 80 
paintings, from the 1930s to the 
present; to Sep 6 

LUCERNE 

CONCERTS 

International Festival of Music 
Tel: 41-41-226 4400 


www.LucemeMusc.ch/ 

• Bayreuth Festival Orchestra 
and Choir: conducted by Daniel 
Barenboim In a concert ■ 
performance of Act 3 of Die 
Meistersinger von Numberg; 

Aug 31 

• Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Copland, 
Salonen and Stravinsky; Sep 3 

• Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Strauss and 
Bruckner. With soprano Gundula 
Janowftz; Sep 4 


MADRID 

EXHIBITIONS 

Museo Nadonal Centro de Arte 
Rema Sofia 

Tel: 34-1-467 5062 
Frederico Garcia Lorca 
(1898-1936): centenary 
celebration of tire Spanish poet. 
Includes biographical material 
and examples of the different 
forms to which Lorca worked; to 
Sep 21 

Musea Thyseen-Bomemtoza 
Tet 34-1-914-203 944 
Paul Wee-(1879-1940): A 
Retrospective. Includes 116 
works, offering a complete 
overview of Klee's artistic career. 
Many of the works displayed 
belong to the Paul Wee 
Foundation in Bern; to Oct 12 

NEW YORK 

EXHIBITIONS 
Guggenheim Museum 
Tet 1-212-423 3500 


www.guggenheim.org 
Peggy Guggenheim: A Centennial 
Celebration. To mark the 100th 
anniversary of Peggy 
Guggenheim's birth, the museum 
has organised a display of 
paintings and sculptures from her 
collection, one of the most 
impressive of all 20th-century art 
collections; to .Sep 2 

Metropolitan Museum of Art 
Tel: 1-212-679 5500 
wwwsmt7nuseum.0rg 
Sir Edward Burne-Jones: first 
American exhibition devoted to 
the 19th-century British artist 
comprising more than 200 works, 
including tapestries and jewellery 
as wefl as paintings; to Sep 6 

PAWS 

EXHIBITIONS 

Musfe d’Art Modeme de to 
VJDe de Paris 
Tet 33-1-5367 4000 
La GoIl action du Centres 
Georges Pompidou: 200 works to 
an exhftition that consfdere the 
contribution of artists such as - 
Matisse, Picasso and Kandinsky 
to tire great art movements of 
ttife century. Other sections will 
explore Surreafism and the New 
Realism; 1 to Sep 13 - 

Mus£e.du Louvre - ’ 

Tel: 33-1-4020 5151 
ymw.touwe.fr 

• Astronomy arid Astrology to ' 
the Islamic World: display of 
instruments developed by Arab 
.astronomers between the 8th 
and 15th centuries, shown 
alongside a selection of everyday 
and religious objects decorated 


with astrological designs; to - 
Sep 21 

• Bassano and His Sons: works 
by the Venetian painter Jacopo 
Bassano (1510-1592) and his 
sons, with whom he established 
a very successful workshop. The 
■display brings together works 
owned by toe Louvre with loans 
from other French museums: to 
Sep 21 

PROVIDENCE 

EXHIBITION 
The RISD Museum 

Gifts of the Nile: Ancient 
Egyptian Faienca Display of 
ceramics, known as faience, a 
mixture worked by the Egyptians 
and regarded by them as 
magical. Brings together over 
200 works, including statuettes 
of kings and gods, animals, and 
inlaid boxes ranging over 5000 
years: to Jan 3 

TOKYO 

CONCERTS 
SurrtoryHaU 
Tel: 81-3-3584 9999 

• Tokyo Philharmonic 
Orchestra: conducted by Kazushi 
Ono in works by Tchaikovsky 
and Ravel; Sep 1 

exhibition 

Museum of Contemporary Art 
Tel: 81-3-5245 4111 
At the Bid of the Century. One 
Hundred Years of Architecture. 
Touring exhibition reflecting on a 
century of dramatic change, from 
eart y 20th-century colonial 
architecture to the rise of theory 
and skyscrapers; to Sep 6 
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Fed to the rescue - maybe 

Any action by the US to help correct international instability could conflict with the 
need to keep a tight rein on the domestic economy, writes Gerard Baker 


financial times MONOAY aucustM-^Ip 

COMMENT & ANALY SIS 

L ETTERS TO THE ED I TOR 


A s financial mar- 
kets begin 
another nerve&n- 
gling week, the 
world’s attention is once 
again on the US Federal 
Reserve. Might the Fed come 
to the aid of battered mar- 
kets by cutting interest 
rates, or at the very least by 
indicating that it will not 
raise them any time soon? 

Fed officials spent this 
weekend meeting with other 
central bankers and econo- 
mists at their annual policy 
symposium at Jackson Hole, 
Wyoming (their formal 
agenda: income inequality). 
Although Alan Greenspan, 
the chairman, and his col- 
leagues gave no indication 
that they might be about to 
offer some comfort to inves- 
tors. there were hints from 
some officials that the Fed’s 
outlook on the world might 
he shifting. 

The last official statement 
of Fed policy was outlined 
by Mr Greenspan last month 
in his semi-annual Hum- 
phrey Hawkins testimony to 
the US congress. It reflected 
the position taken by the 
Fed's policy-making open 
market committee meeting 
of June 30-JuIy l. 

Inflation, policymakers 
agreed then, remained a big- 
ger threat to the US econ- 
omy than slump. Accord- 
ingly, at that FOMC meeting 
the central bank maintained 
its stance of a “bias towards 
tightening” - no immediate 
change in interest rates but 
an indication that the next 
more in rates was more 
likely to be up than down. 

But some policymakers at 
the weekend meeting 
suggested they agreed with 
many private sector econo- 
mists that policy needs to be 
reviewed in the light of 
market turmoil 
William Poole, president of 
the Federal Reserve Bank of 
St Louis (one of the constitu- 
ent parts of the federal 
reserve system). Cold report- 
ers the outlook tor the econ- 
omy had become much less 
certain in recent m onths and 
Indicated a “wait and see” 
approach to coming events 
would be sensible. Mr 
Poole's views are especially 
significant, because he was 
one of two members of the 



Greenspan: no indteatkxi of comfort for Investors 


open market committee to 
vote for an immediate rate 
increase as recently as May. 

The chance that there 
could be a world slump has 
changed the outlook for the 
Fed. Officials acknowledge 
that the central h ank is con- 
strained by international 
Instability - an interest rate 
increase now would proba- 
bly cause an earthquake In 
global markets. But they 
also insist policy cannot he 
dictated simply by interna- 
tional events. 

Private sector economists 
agreed that emergency mea- 
sures by the Fed aimed at 
helping the rest of the world 
would not necessarily help. 
“The Fed could cut rates to 1 
per cent and that wouldn’t 
help Russia a bit," said 
David Rale of Scudder 

Kemper Investments. 

But the turmoil abroad 
has affected the outlook for 
US monetary policy because 
it has also adversely affected 
the domestic US economy. 

First, the growing trade 
deficit appears to be slowing 
the economy Airther. In the 
first half of the year growth 
averaged more than 3 per 
cent, but since June the 
signs are that the pace has 
slowed somewhat. 

Few officials share the 
views of some economists 
that the economy will slow 
significantly, and perhaps 
even slip into recession in 
the next six months. But 
they acknowledged that 


uncertainty about the out- 
look had Increased. 

And with Inflation still 
dormant, the current stance 
of monetary policy looks 
tight already. The Federal 
Funds target rate, the main 
instrument of Fed monetary 
policy, 1ms stood at 5.5 per 
cent since March 1997. in 
tha t time, inflah'im by most 
measures has eased - mean- 
ing policy has become some- 
what more restrictive. The 

inflation-adjusted rate, at 
over 3 per cent, is high by 
recent standards. 

The second and mbre dra- 
matic impact on domestic 
economic conditions from 
the rest of the world . is in 
financial markets. For the 
past two years Mr Green- 
span has been concerned 
about the rapid.run-op in US 
stock prices. Some at the 
Fed believe the bull market 
has been fuelling demand 
and has made the US vulner- 
able to a crash that could 
have serious repercussions 
in the real economy. 

But the recent instability 
has pushed equity prices 
down sharply - the Dow 
Jones Industrial Average has 
declined by 13 per cmt 
mid July, and broader indi- 
ces have fallen even further. 

In other words, the market 
may not only have taken 
some of the steam out of 
domestic spending 
although economists do not 
expect that to show up in 
spending figures for some 


time It has also eased some 
concerns on possible over- 
valuation of equity prices 
about which Fed officials 
have mused aloud. 

Where does an this leave 
the central bank's next 
move? Some economists 
believe the Fed has little 
choice but to cut rates - best 
of all as part of a concerted 
global effort to restore calm 
to world markets. 

“The right thing to do, If 
markets keep falling in the 
next few days, would be for 
a massive G7 [Group of 
Seven industrialised coun- 
tries] interest rate cut," said 
one Wall Street economist 

But that seems unlikely. 
Apart from the difficulty of 
persuading other central 
banks to cut rates in -their 
domestic economic piinmte , 
a number of the Fed’s top 
policymakers are concerned 
about the inflationary risks 
In their own economy. 

And a widespread view 
among some senior private 
sector advisers dose to the 
central han fc is much of 
the recent turmoil in inter- 
national financial markets 
has been overdone. 

“The other side of irratio- 
nal exuberance is an irratio- 
nal rush to- the doors.” said 
Gerald Corrigan, the former 
president of the New York 
Fed and now managing 
director of Goldman Sachs, a 
Wall Street partnership that 
will be floated later this 
year. 

The honest answer to 
questions about what the 
Fed win do next is no one 
knows. Indeed, in the vola- 
tile financial conditions, it 
appears even the central 
bankers do not know , what 
their next move will he. 

If the turmoil were to 
intensify, a rate cut, like the 
one after the 1967 stock mar- 
ket collapse, would seem 
Inevitable. But if the crisis 
were to blow over quickly, 
the Fed could well revert to 
its vigilant anti-inflation 
stance. 

As John Makin. an econo- 
mist with Caxton Associates, 
a consulting company, put 
it: “They’re probably just 
watching events day by day. 
Given the circumstances, 
that would seem the sensible 
thing to do." 
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Cigarette companies recognise that 
teenagers are crucial to their success 


From Mr Cttoe Bates. 

Sir, Philip Morris claims 
that it does not want young 
people to smoke (Letters,;. 
August 24). However, 
tobacco company documents 
released through litigation 
in the US show that the com- 
panies recognise that young . 
teenagers are the main 
source of new smokers and 
caudal to success in the cig- 
arette market 

The approach to teenagers 
Is not to be childish, but to 
present smoking as an aspir- 
ational adult activity. This is- 
why self-imposed controls 
that prevent blatant adver- 
tising to children are ineffec- 
tive - it just does not work 
that way. 


Even if there was nointett- • inch of the way but sffll*jJ® 
tioo to direct tobacco promo- able to exhort grants, ecu; 


tioh. at. this' age group, as 
Philip Morris claims, it does 
not mean teenagers -would 
be unaffected by it Philip 
Morris sponsors the Ferrari 
Formula One team and 

Michael Sr-hiTmar.hgr to pro- 
mote its Marlboro brand. R 
is h£rd to see how associa- 
ting: the. fastest cars and 
most heroic drivers with cig- 
arettes would leave a typical 
14-year-old motor rating fan 
untouched. 

- All tobacco promotion 
reaches, young people and 
this 1 b one reason why the 
European Union has acted to 
ban ft. Philip. Morris has 
fought this measure every 


cators and retailers to play 
their part in tackBng youth 
smoking. . 

The company has yet to 
av riain faow its vast tobacco 
promotional expenditure 
helps the rest of society deal 
with the epidemic of illness 
that originates in the 
recruitment and subsequent 
addiction of teenagers to 
smoking. 

Clive Bates, 
director, 

ASH, 

Action on Smoking 
and Health, 

16 Fttzhardinge Street, 
London WlH 9PL. UK 


Why are ‘multiple controls’ necessary' 


From Mr Scott Thompson. 

Sir, Mr Andrew White's 
letter of August 24 inadver- 
tently raised some questions, 
such ax 

■ Why doesn't Pbfflp Morris 
want young people to 
smoke? 

■ If Philip Morris promo- 
tions are not directed at 
young people, and presum- 
ably therefore not appealing 
to them, why is it necessary. 


to have “multiple controls” 
in place to make sure they 
do not participate in these 
promotions? 

■ If it is Inevitable that 
young- people will he 
attracted to Philip Morris 
promotions, therefore neces- 
sitating “multiple controls" 
to keep them at bay, would a 
more rational and responsi- 
ble policy not be to simply 
mid such promotions? 


■ Has Philip Morris ever in 
fact dismissed any member 
of its promotional staff in 
Ukraine or elsewhere for vio- 
lating the “adults only” com- 
pany policy? 

Scott Thompson, 

Health Promotion 

Foundation. 

nl WK Roeutgena 5, 

02-781 Warsaw, 

Poland 


Greenspan must see his role has changed 


From J. W. F. Rogers, -. 

Sir. Since he assumed the 
governorship of the US. Fed- 
eral Reserve in 1987, Alan 
Greenspan has deservedly 
buQt a reputation as perhaps 
the greatest central banker 
in history; maybe it would 
be appropriate to call him 
the Einstein , of that profes- 
sion, given his ability to 
combine analytical skill with 
a dynamic, visionary imagi- 
nation. 

IF he wishes to retain his 
unrivalled reputation, per- 
haps now is the time to exer- 
cise his gift of imagination. 


and realise that the only 
appropriate action given 
today'sglobal economic situ- 
ation is to cut US interest 
rates. He must see that such 
an apparently bold move 
will rescue the developing 
economies from a dangerous 
slump by boosting their cur- 
rencies and allowing their 
interest rates to falL 
He must also see that tils 
traditional role as domesti- 
cally oriented inflation 
lighter Hue chang ed: what is 
in the interests of Russia or 
Indonesia is now also in the 
interests of America in the 


new global economy, and bis 
role nmst now be to beat off 
the incipient risk of deflation 
and. global depression by 
taking a global, not a domes- 
tic view. 

Given the insight, be 
showed in propounding the 
“new economy" thesis, I 
have little doubt that be now 
understands this changed 
role and will accompany this 
understanding with the 
appropriate action. 

J W F Rogers. 

28 FB Harrison, 

Metro Manila, Philippines 


Japan’s policy 

paralysis is an 
alarming reality 

Fwm Prof Jeari'Pierre . — 

Lehntorm. 

Sir. Av inash Persaud - 
("Don't blame - 

August 21) claims that£ft 
has become popular myth 
that Japan has slid into ectH 
nomic recession because of 
policy paralysis". I wonder. . . 
where that idee came from 
Any reasonably inform^ 
observer who spends a btt of . 
time talking and listening to y; 
people in Japan would soon 
realise it is not myth but a. 
deep and alarming reality. _ . 

to any case. Mr j V 

proceeds to write about what .-.jI 
the Japanese are doing to 
eet out of the recession, not- 
why they “slid" into it Even, 
here, however, he seems 
nuHnly to be mesmerised by 
the numbers. Spending bil- 
lions of yen on unnecessary . 
road, <fotn and other “infra- 
structure" projects to keep, 
construction companies 
chugging along is not a-, 
dynamic prescription. 

Mr Persaud is identified as 
“head of currency research" 
at J.P. Morgan. Without 
wishing to he too offensive, 
there is a view that it Is 
people of that professional, 
ilk who have been consis- 
tently misreading the East 
Asian situation and are. 
therefore in part responsible 
for the mess. Very correct on 
the quantitative stuff, but 
totally oblivious to the 
underlying qualitative. 

Politically and institution- 
ally, Japan has arterial scle- 
rosis. Dishing out oodles of 
money is not going to help; 
new blood and a new life- 
style are necessary. 


Jean-Pierre Lehmann, 
professor of international 
political economy, 
executive director, 

Swiss Asia Foundation, 
International Institute for 
Management Development, 
23 Chde BeUerive, 

PO Box 915, 

CH-lOOl Lausanne, 
Switzerland 
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Wielding the sword 

There are some intriguing parallels between Japan’s present financial predicament and 
that of the 1930s. Could the government learn some lessons from Its predecessors? 


E conomics can be a 
dangerous business 
in Japan. Six 
decades ago, Kore- 
kiyo Takabashi, one of 
Japan's hapless finance 
ministers, performed a 
policy U-turn which cost him 
his life. 

After implementing a 
series of “stimulus" pack- 
ages to stave off a decade- 
long recession, in 1935 Mr 
Takabashi tried to cut the 
country's ballooning budget 
deficit. However, this infuri- 
ated nationalists opposed to 
reductions in military spend- 
ing - and prompted an 
assassin to hack Mr Taka- 
bashi to death by sword in 
1936. 

Just a tragic historical 
quirk? Perhaps not. For 
although the political 
violence of the 1930s is long 
dead in Japan, In the eco- 
nomic sphere some intrigu- 
ing parallels are emerging 
between Japan’s currant 
predicament and Mr Taka- 
hashi's era. 

The parallel is not the one 
most investors fret over: 
namely whether Japan Is 
facing a 1930s US-style 
depression. Instead, the 
really interesting echoes 
come from _ a period largely 
unknown to non-Japanese -r 
the 1920s domestic “Showa" 
recession. (The name comes 
from the period of the Shown 
emperor, who ruled between 
1923 and 1969 before being 
replaced by the current 
Heisei emperor.) 

The echoes of this tale are 
uncanny. The story starts 
with the economic boom 
Japan enjoyed in the first - 
world war, when, gross 
domestic product surged 17.5 
per cent a year, monetary 
policy was extremely loose - 
and the country enjoyed the 
so-called “Taisho" asset 
price bubble (see chart). 

But in 1920 this bubble 
buret- Japan promptly went 
into a deflationary slump 
and in 1923 experienced an 
earthquake even more dam- 
aging than the 1995 Kobe 
quake. 

During the 1320s the gov- 
ernment i n ter mi ttently tried 
to boost demand. But policy 
was hampered by grinding 
political deadlock (an 
attempt to float "earthquake 
bonds" after for exam- 
ple. was delayed by parila- 


Japamepufty prices, paraBebwW) the 1930s 
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mentary fights). The result 
was a decade-long slump, 
-exacerbated by a tight fiscal 
policy and an intermittent 
“strong yen" stance (due to 
Japan's adherence to the 
gnM standard). 

Then, In 1927, a banking 
crisis struck. This had been 
brewing since the collapse of 
the Taisho bubble had cre- 
ated massive bad loans. But 
for seven years the govern- 
ment had tried to stave off 
the problem, partly by using 
the Bank of Japan to provide 
liquidity to the banks and 
partly by refusing to imple- 
ment restructuring among 
Japan's 2JJ0bodd banks. 

. . However, in 1927, Naobaru 
Eataoka, another finance 
.minister, accidentally 
announced that Tokyo Wata- 
nabe bank was “closing". 
This triggered financial 
panic. As the crisis mounted, 
one of Japan's "wise old 
men", MrTakahashi, 73, was 
temporarily appointed 
finance minister. Lite tnirfil 
Mlyaaaws, 79, the current 
finance minister, Mr Taka- 
hashi also served as prime 
minister. He promptly 
allowed 38 banks to collapse, 
slapped a three-week mora- 
torium cm payments - and 
paTmBri the crisis. 

This was not the end of 
the tala For four years the 
economy. . remained de- 
pressed, amid a tight fiscal 
stance. Bid in 1931 Mr Taka- 
hashi performed a policy 
U-turn that was even more 
dramatic the one per- 
formed hy. Ryu taro Hashi- 


moto, former prime minister, 
earlier this year. He let the 
yen. slide, and introduced a 
massive wave of fiscal 
spending, funded by the 
issue of Japanese govern- 
ment bonds. By 1936, when 
Mr Takabashi died, the econ- 
omy was finally recovering. 

So is history repeating 
itself this decade? The chro- 
nology differs slightly. The 
ec o no m ic system is radically 
different from that of the 
1930s, when Japan had a 
closed economy with a large 
agricultural sector. And the 
days of sword-wielding 
assassins are long gone. 

But there are still some 
depressingly familiar 
themes. Fiddling over the 
banking crisis for seven 
years, for example, has 
proved as costly in the 1990s 
as it did in the 1990s. in both 
periods the government 
derided to let a Wg bank fail 
only late in the day. Impos- 
ing fiscal tightening too 
early has been equally dam- 
aging In both. eras. 

The political deadlock 
which marked the mis has 
again proved to be the debili- 
tating theme of 1998. Most 
alarmingly of all, the tale 
shows that Japan can 
wallow In' sdowbum crisis - 
and sliding share prices - 
for a startlingly long 
. But on a more positive 
note, there, is another issue 
which is provoking head- 
scratching among some Jap. 
anese officials: namely Mr ' 
Takahashi’s 1931 policy mix. 
Could another round of fis- 


cal spending and devalua- 
tion pull Japan out of its 
decade of gloom again? And 
if so, would the current gov- 
ernment find a way to dea l 
with the ensuing budget def- 
icit more effectively tha^ Mr 
Takahashi did? 

Not yet Yes. the govern- 
ment has already done a' 
Takahashi-like fiscal U-turn. 
And some officials are 
oeccming more resigned to a 
steady yen slide. But thus 
far devaluation remains a 
teboo term in public. And 

® arik . of , Japan has 
resisted embarking on mone- 

tory expansion dramatic' 

S*’ OT ? terest cute 

“?». ei »ueh. deliberately to 
foel inflation. 

Yet magma the world in 

* ea « after the 
currant fiscal U-tm*. Per 

^ s , an economic miracle 
jS have occurred by then 
a^JapmwOlbeeqjoymga 
boom so tost that ft coSld 

gow its ^ out of a ma^ 

rive budget deficit. 
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and trying to cut 
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A sorry summit 
in Moscow 
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Tomorrow fee DS and Russian 
presidents will begin a two-day 
summit in Moscow, in the midst 
of global financial turmoil. It 
shonld be a moment far fee sort 
of clear leadership and firm deci- 
sions needed to steady fee nerves 
of the financial markets, and pro- 
vide support lor the Russian 

economy, winch is struggling to 
cope wife (he collapse of fee rou- 
ble and a run cm fee banks. The 
chances of safe an outcome are 
almost non-existent, for neither 
of these world leaders is in any 
position to help the other. 

Boris Yeltsin is nurse off. He 
no longer seems physically or 
morally gquipjied to act as presi- 
dent The deal wife fee Commu- 
nist-dominated Duma to win 
approval for fee return of Victor 
Chernomyrdin as prime mintetor 
win drastically curb the Krem- 
lin's powers. Mr Yeltsin looks 
like fee lamest of dudes. 

As for Bill Clinton, he Is 
scarcely in a position to offer 
stronger leadership, wife his per- 
sonal reputation in tatters after 
his admission of am “inappropri- 
ate" relationship wife Monica 
Lewinsky. 

The US response to the interna- 
tional fawnAi turmoil is criti- 
cal: it may need to .relax mone- 
tary policy, And should be 
prepared to open up the economy 
to more imports from Asia. But a 
hostile Congress, and ebbing 
support in the Democratic party, 
put in doubt Mr Clinton’s capac- 
ity to encourage the latter. 

As far as Russia is concerned. 
Mr Clinton neither could nor 
should offs' any cash to reinforce 
the rouble. For a start, he would 
be unable to persuade Congress 
to pay. More; important, without 
a renewed co mmi tment to eco- 
nomic reform from Moscow, 
~ including curbs on fee power of 

;s 


the financial magnates who have 
grabbed control of the 
any new money would almost 
certainly Dow straight out a gdn 

Mr CDnfon will obviotady *«w 

wish to encourage economic 
reform. But he can baldly "pm 
any progress for the moment. If 
fee Duma has its way. Wrmgfa 
looks like trying fontwofl a cor- 
rupt and inflation-prone mi i im w 
•of populism, ant 

; plutocracy, all too reminiscent of 
the Latin America of Conner 
decades. What the US president 
| must say is that fee west has no 
interest in snbsfcftsiag so ftxtfle 
-and foolish an experiment. 

However, he can indicate will- 
ingness. to provide generous sup- 
port for serious attempts to reject 
that alternative. The Duma's pol- 
icies are certain io end in fidhzre. 
When they do, a mcnne radical pol- 
icy will look appealing. If the 
government were to learn from 
Argentinian experience, it could 
move at once to a currency 
board. Such an arrangement 
would entail the closure of non- 
viable banks and strict fiscal dis- 
cipline. Economically, it appears 
increasingly attractive. But at 
tlw moment jt looks infieasabie. 
The Duma would never buy it. 

The best to be hoped from 
Messrs Clinton and Yeltsin, per- 
haps. is to fix the framework for 
their future relations, on the 
assumption that Russia w31 he 
going through prolonged eco- 
nomic agony. The danger is that 
political weakness at home might 
lead to adventurism *hnr»a4 The 
closest possible co-operation on 
security issues — inriiidmg com- 
bating international terrorism, 
managing rogue states like Iraq. 

and solving cnnfHrtfl like KOSOVO 

- is all the more eamitMi- At 
least that much leadership he 
demanded from the summit. 
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The Hong Kong authorities bit 
off rather more than they could 
cbetf when they decided to inter- 
vene to support the local equity 
market After Friday’s splurge, 
they have spent well over 
USflObu buying shares in local 
l companies — a remarkable back- 
door form of nationalisation for 
one of fee .world’s most free mar- 
ket economies. 

■ Spending at this rate cannot 
continue indefinitely and the gov- 
ernment has now created a 
dil emma for itself. Having raised 
fee market to an artificial high at 
a time whan other regional mar- 
kets are falling; it risks a collapse 
■ if it pulls oat The question is 
| whether that would also make it 
harder to defend fee territory's 
currency peg. . 

In theory a collapsing stock 
market need not dislodge the peg- 
The equity-market might find a 
new level without unbearable 
pressure on the currency market, 
or fee government could accept 
that Hong Kong was simply 
going to have to bear the full 
brunt of the pressure on 
Interest rates in order to save the 

pee- : 

On this view the government 
was acting not to defend the cur- 
rency. but to prevent market 
^ manipulation: speculators were 
* juggling the currency and money 
,|W,! markets in order to profit by 

selling fee Hang Seng futures 
l!IL index short. The government has 

■ fee support of the Hong Kong 

•■i Futures Exchange which is 

:f ; introducing rules of its 

V-- own in order to curb such specu- 

lation. 

■■■<•■■ But while the government's 

intervention can be explained, it 
,:n has still increased the stakes at a 

.■ time when Hnng Kong is horribly 

.i at the mercy of market convul- 


sions elsewhere. It has also 
meant tha government is bund- 
ing’ up asignffiCant 'share portfo- 
lio. The authorities are unlikely 
to ."be able to sell off their pur- 
chases for months, if not years. If 
they buy nrorfi more, they may 
■ be setting up future problems of 
governance. What would fee gov- 
ernment do as a stakeholder in a 
company involved in a takeover 
or needing rescue? 

The biest hope must be that the 
government’s intervention will 
prove a dec i sive battle wife the 
speculators, which took place on 
Friday because that was tile day 
- on which the August futures con- 
tract expired. 

Yet the chances that this was 
decisive do not look great given 
the number cf 'open short posi- 
tions on the September contract 
With price multiples of only 10 
times earning or even less. Hong 
Kong shares look cheap, but real 
investors are unlikely to be 
attracted when government 
efforts to buck the international 
trend simply Invite farther short 
raTHng - 

Somehow the government must 
find a way of getting itself off 
this book. At the very least it 
could try and steer the. market 
gently down to levels at which 
Hong Kong would again be in 
line wife the international trend. 
Even if feat proves possible, the 
authorities wifi have to live with 
the feet that their vulnerability is 
now fully exposed. 

That can only increase fee risk 
of an overwhelming attack on fee 
currency peg. For the Hong Kong 

government feat -would be a 
disaster not just because of fee 
financial consequences but also, 
because of fee loss of credibility 
and authority tittle mare than a 
year after the handover. 


Bruising fight for survival 

V ictor Chernomyrdin, , , , , , . ... . tests have also bent calling for 

Ruffe's acting prime Cnemomyrdin faces the monumental task of sweet-talking fee sw™* w prim money 
“• * both the IMF and the Communists, writes John Thornhill “ " "■* ^ “ 


T his syntactically -dial 
legged speech; he trace acknowl- 
edged that he had never know- 
ingly completed a sentence 
during Us time in political office. 

But Ms linguistic ambiguity 
may provide a short-term tactical 
advantage as he strives to recon- 
cile the seemingly irreconcilable 
and haul Us country out of a 
full-scale economic and pofitical 
crisis. 

Since Ms appointment last Sim- 
day. Mr Chernomyrdin has been 
battling to win approval from 
Russia's Communist-dominated 
parliament. At the same time he 
has bad to persuade the Interna- 
tional Monetary Fund that his 
gove rnm ent will act tough and 
not abandon the path of reform. 

His promises have assumed 

gTMt w iw amanm as Wl CHnton, 
US president, has made farthe r 

i ntp r wa t imiiil Snanr htl assistance 

conditional on Russia sticking 
wife refanu. 

During tense talks over fee 
weekend, Mr Chernomyrdin 
struck a seemingly vital compro- 
mise deal wife parliamentary 
leaders which could secure his 
HBif i rnufton in the Duma debate, 
beginning t o day. *Tf president 
a p pro v es the rinwi rn gnt «nd sign* 
ft. this will lead to the speedy 
ap p r o v al of Mr Chernomyrdin's 
candidacy,” says Alexander 

Rhi^rhin, pi r Ha mung y Ww gf 

♦Ha Our ffftiw is P"”'* fn/-rtow 
which is headed by Mr Cherno- 
myrdin. 

However, the Communist 
party, fee biggest peiflamentaiy 
faction, later threatened to reject 
the compromise deal, pointing 
fee way to further haggling. 

The proposed deal, struck 
between Mr Chernomyrdin and 
leaders of the upper and lower 
houses of parliament, would 
overhaul Russia's constitution 
and effectively relegate president 
Boris Yeltsin to the role of a fig- 
urehead. 

In quieter times, the revisions 
to Russia's c onsti tutional set-up 
might have been an unambigu- 
ously positive development. Rus- 
sia’s constitution, which was 
adopted in the wake of the 
Woody dash between Mr Yeltsin 
and the Soviet-era parliament In 
^October 1993, vested enormous 
powers in the presidency. 

The p resident couH hire and 
ministers at will, and imple- 
ment controversial measures by 
decree if parliament proved 
obstructive. Many Russians wor- 
ried that these autocratic powers 
were not consistent wife fee 
development at a proper democ- 
racy. Parliament had the right to 
reject fee - presidents nominee as 
prime minister, but only at the 
cost of dissolution. 

Wife little real power, the 
Duma has often been turned into 
a theatre of the politically absurd 
rather than a chamber for seri- 



ous legislation The brawls and 
antics of Vladimir Zhirino vsky, 
fee ultra-nationalist bruiser, 
seemingly command as much 
tfmp on the television news as 
fee serious business of the natjpn 
does. The hope would be that 
wife more political authority 
comes a greater sense of respon- 
sibility for the nation's fete. Rus- 
sia might emerge as a parliamen- 
tary, rather than a presidential, 
democracy, which has an obvious 
appeal when fee president is 
prone to behave as erratically as 
Mr Yeltsin. 

- But unpicking the constitution 


Is a tortuous legal procedure, 
which could tie up parliament for 
months Moreover, in the imme- 
diate fixture, Mr Chernomyrdin's 
concessions mi ght only fuel the 
political passions they are 
designed to douse. 

The government urgently 
needs to clarify its economic pol- 
icy and take decisive action to 
stop the rouble and inflation 
from spiralling out of control. 
But Mr Chernomyrdin appears to 
have nrnnmtt ted himself to insti- 
tutionalising governmental mud- 
dle. If he is to abide by what he 
promised MPs over the weekend. 


he will have to offer more seats 
in Us c?binpt to Communist lead- 
ers, who will challenge the 
course of reform. 

The Communist party leader- 
ship has become Increasingly 
vocal in ifcmmdnf the govern- 
ment’s IMF-a pp r ov ed 

Gennady Zyuganov, party 
leader, hag demanded that fee 
government revise its agreement 
wife the IMF and abandon com- 
mitments to reform monopolies 
such as the gas and railway 
industries, and to shift the tax 
burden from the corporate sector 
to the individuaL The Commu- 


adopt a mere protectionist trade 
policy. 

As a former member of the 
Soviet Communist Party central 
committee. Mr Chernomyrdin 
may well find room for compro- 
mise with the Communist* on 
some issues. But the main thrust 
of his evolving economic strategy 
would appear to be to press 
ahead with moderate reform 
within the framework of Russia's 
IMF a g ree m e n t. 

Last week. Mr Chernomyrdin 
dashed to Crimea to hold emer- 
gency talks with Michel Cam- 
dessus, the IMF's managing 
director, promising to keep to the 
path of monetary virtue. Over 
the weekend. Mr Chernomyrdin 
entrusted Boris Fyodorov, the 
tough-talking acting deputy 
prime minister, with responsibil- 
ity for drawing up the govern- 
ment's economic strategy. 

Mr Fyodorov, a former finance 

minister, has a reputation as an 
uncompromising reformer who 
has no patience with Russia’s 
backward-looking Communists. 
One of his advisers said that 
while the minister did not believe 
Russia should continue to be run 
as “a laboratory fur Chicago 
school monetarist theories", he 
would advocate tough and prag 
marie reforms designed to win 
the backing of the IMF. 

In turn. Mr Camdessus has 
made the IMF's position perfectly 
plain. He has threatened to with- 
hold the next glJbn tranche of 
Russia's supplementary loan - 
due in September - if the govern- 
ment flirts with communist eco- 
nomic policies. The return to 
command methods of administer- 
ing fee economy would ignite 
hyper-inflation and provoke dire 
social consequences, Mr Cam- 
dessus warned on Friday. "This 
would lead to disaster," he said. 

Even Mr Chernomyrdin at his 
convoluted best will not be able 
to reconcile the conflicting 
demands of the Communists and 
Messrs Clinton and Camdessus. 
The danger is that the “muddle- 
through” economics he favoured 
in his previous five-year incarna- 
tion as prime minister may accel- 
erate the financial meltdown. 

Bad enough as feat is. it is not 
the worst that could happen. 
Alexander Lebed, the populist 
general-turned-govemor of fee 
Siberian region of Krasnoyarsk, 
believes a forthcoming wave of 
national protests, promised for 
October, will sweep the entire 
Kremlin establishment out of 
office, pwahllng him to filfi} hlS 
destiny to become president. 

The opposition forces, includ- 
ing the trade unions, are prepar- 
ing very decisively for October 7 
and all this might spfil over on to 
fee streets of the country," he 
said. “And if force is used, then 
fee Russian authorities will 
collapse within 72 hours." 


f*C The importance of being there 
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A royal legacy 


As the canonisation industry 
takes stock of fee first anniver- 
sary of Diana's : death, fee signs 

are that the British people are 
tiring of its sentimental excesses. 

The Princess of Wales will he 
remembered for fee way in 
which she reflected •ordinary 

people’s anxieties, their yearn- 
ings and their fantasies. She may 
also be remembered for the effect 
that her short axed turbulent life 
bad on fee style of British 
royalty. 

But recent o pinion polls show a 
growing impatience with 
attempts to tom her into a secu- 
lar saint - an icon. constructed 
uneasily from; glamour photo- 
graphs and the real impact of her 
good works. 

Polls also suggest there has 
been a welcome shif t of focus 
towards the. efforts by the royal 
family to become, less stuffy and 


more in touch. The Queen is 
Fwng given increasing credit for 
understanding the lessons to be 
learned’. The popularity of Prince 
Charles has recovered spectacu- 
larly. Mess.' once encouraged by 
ntana that he might hot succeed 
to fee throne have evaporated. 

His popularity rating is now 
equal to feat of Tony Blair, the 
prime minister who so . adeptly 
expressed the nation’s grief a 
year ago. 

' This revival reflects hanfwoxk 
by fee prince as well as fee end- 
ing of bitter rivalries in the 
House of Windsor. Its task now 
must be to continue to adapt the 
lessons of Diana’s explosive pop. 
uUgm to fee more reserved, but 
respected, style of the present 
family. 

Their success would Indeed 
prove a legacy worthy of a 
princess. . .• . 


fine was when a US- 
Russia summit in the 
middle cf a world crisis 
would be expected to 
produce something of substance. 
Tomorrow’s meeting of lame- 
duck presidents is widely seen as 
an irrelevance. Neither Bill Clin- 
ton nor Boris Yeltsin can do 
much to influence Moscow’s 
unfolding drama. 

The final decision that Mr Clin- 
ton should bead to Moscow was 
made -in a conference can wife 
has senior economic and policy 
advisers on Friday. According to 
Samuel Berger, the president’s 


national security aide, not one 
demurred from the decision: the 
president should go. 

“Each of fee participants 
agreed that It was extremely 
important for the president to go 
forward wife the trip and that 
even in fata economic criris — 
and perhaps to. some degree 
because of it - it’s important to 
be engaged." 

There were four reasons, he 
said. Russia remained an impor- 
tant strategic Interest for the US. 
The US should not be seen by the 
Russian people to be disengaging 
from Russia, particularly at a 


time of economic crisis. There 
was genuine business still to be 
done - for exa m ple, the two sides 
are seeking a ccords on reducing 
plutonium stocks and sharing 
information cm missile la un c h es. 

Lastly, the visit would give Mr 
Clinton a chance to meet not 
only with Mr Yeltsin but with 
other Russian leaders. 

One fafag is clearer than ever 
over the past week: that the DS 
needs to frame its Russia policy 
beyond Mr Yeltsin, who, even if 
he were able to, seems unlikely 
to be in a position to win re- 
election In 2000. In retrospect, 


many critics say fee US identi- 
fied itself too closely wife fee 
Russian leader, who delivered 
significantly less than he prom- 
ised. 

In the eyes of some, the US cut 
him too much One prime 
example is that Mr Clinton said 
he would not go until the START 
n arms control treaty was rati- 
fied by the Duma, the Russian 
parliament This summer, after 
Mr Clinton’s heavily publicised 
trip to China. fa« condition was 
dropped. Similarly, promises of 
economic reform made to secure 
western financial support were 


OBSERVER 


Flight to 
freedom 


The US has been pressing 
Vietnam to release dissidents, 
and Hanoi has obliged. But the 
Americans may have got more 
than they bargained for. 

There win be a general - 
welcome for the release of 
Hanoi's two best-known critics, 
Doan Viet Hoat and Nguyen Dai 
Qua. 

But the two men, who have 
spent around 20 years In prison 
for advocating peaceful change, 
fold themselves in in terest in g 
company. Also on the list of 
more than 5, OOff prisoners to be 
released is SO-yes'-okl 
Vietnamese- American Ly Tong. 

The former South Vietnamese 
air force pitot won his dissident 
spurs to 1980 with a dramatic 
escape from a communist 
re-education camp. 

But his current 20-year stretch 
was funded down to 1992 for a 
less heroic gesture- flacking a 
Vietnam Airlines Airbus, wtth 
more than 100 people on board, 

on a ffight from Bangkok. 

Tong puSed a knife, persuaded 
the crew he had a bomb and 
forced the pilot to make repeated 
tow-level passes over Ho Chi 
Mnb City while he threw 50,000 
leaflets out of fee aircraft door, 
caffing lor a general 
anti-communist uprising. 

To fee probable surprise and 
refef of the increasingly alarmed 
passengers, he domed a 


parachute and jumped to the 
ground where, there being no 
uprising, he was promptly 
arrested. 

It Is not known which airQne 
wUI volunteer to fly Tong out Or 
whether anyone else will want to 
get on the plane. 

Reel life 

Hollywood's hands have been 
kept off a planned film about the 
We of South American hero 
Sim6n BoBvar, and now 
Venezuelans are answering the 
call to fund the $44m epic. 

There’s plenty of raz z ma ta z z to 
seU shares In the movie of the 
Venezuelan-bom Independence 
fighter's life, and fee shareholder 
register already has more than 
1,500 names - to spite of 
decidedly sniffy noises from 
market professionals. 

Apparently fee promoters of 
fee movie could have sold fee 
rights at fee Cannes film festival 
several years back for S30m - it 
came second in a script auction 
to Jurassic Park - but they 
turned it down, saying they didn't 
want. Hollywood's disregard for 
history “making a Rambo Ul out 
Of Bofivar*. 

Not feat Bolivar's We needs 
much embroidery. He somehow 
found time for a busy love Qfe In 
■between tearing the Bberatkxi 
forces that ejected fee Spanish 
from Venezuela, Colombia, 
Ecuador, Pan and Upper Peru - 
later named Bolivia In his honour. 

He ted a grand dream of 


uniting South America but gave 
up on feat - it was Bee 
“ploughing fee sea”, he said - 
and died to poverty and despair. 
But he is still fee greet local 
hero: even the tiniest town in 
Venezuela has a statue of him. 
usually to Bolivar Square. 

There have been three great 
fools in history," Bolivar once 
remarked. “Jesus. Don Quixote, 
and I.” Observer hopes the 
investors In the f3m don’t end up 
an fee Hst. 

Wheeled out 

Truckers making for this week’s 
comtnercbl vehicles show in 
Hannover - fee world’s biggest - 
may detect some grit to fee 
normally wefl-oiJed wheels of fee 
world's leading truck and 
busmakere. 

White Mercedes-Benz, 
Volkswagen and MAN win have 
their usual lavish (fisplays 
stretching so far that you could 
do wife a bus to get round them, 
Renault and hreco. their French 
and Italian competitors, win not 
be there. 

The two no-shows are In a 
huff. They daim that last year fee 
Gennans agreed to a deal to cut 
fee number of big international 
commercia] vehicles events to 
just one prime show a year. 

Trockmakers, See their 
counterparts in cars, say 
mounting so many big 
exhibitions has become 

prohibitively expensive: one 
leading manufacturer reckons ft 


attends 23 smaBer shows to the 
UK alone. The deal was to settle 
on Amsterdam, Brussels. 
Hannover and Paris, which would 
each get a turn every four years. 

But that would have meant 
halving the frequency of 
Hannover - normally held every 
two years. The Germans said 
rain; leaving fee French and 
ItaBans nursing their pride - but 
out to the cold. 

Asian values 

The Hong Kong shopkeepers' 
practice of bundfing goods 
during times of recession - buy 
ferae tubes of toothpaste and 

you get a free toy car - seems to 
have extended to fee stock 
market 

Take Langham Hilton, fee hotel 
group partly held by Hong 
Kong-listed Great Eagle. The net 
asset value of fee hotel interests 
now exceeds fee entire market 
capHaBsation of Great Cagle. This 
impEes a zero valuation for fee 
Hong Kong assets - such as 
Crttoank Plaza, which still rakes 
in hefty rentals every month - 
meaning they are thrown to free. 

Orange, me UK mobfla phone 
operator, used to account for a 
smidgeon of Hutchison, fee 
property-to-poriS conglomerate 
controlled by Li Ka-shtog. Now it 
is 40 per cent of its market cap. 
according to Warburg Dfiton 
Head. 

Even fee mightiest markets can 
team lessons from the man in the 
comer shop- 


rarely kept 

In the end, the decision to go 
may have been made on the basis 
outlined by Dimitri Simes, the 
president of the Nixon Centre in 
Washington, last week. 

“I have no idea why President 
Clinton is going to 
Moscow . . .Boris Ydtsin Is not In 
a position to negotiate any seri- 
ous business with anyone. But 
for President Clinton to cancel 
now would be a disaster. 1 don't 
think it’s our job to put the last 
nail in Boris Yeltsin’s coffin.” 

Stephen fidler \ 


100 years ago 

Warships In Germany 
Our Consul at Stettin reports 
that fee Gemian shipbuilding 
yards and marine engineering 
worics were fully employed last 
year, so much so that work 
had to be turned away. At the 
end of the year two 
second-class cruisers were 
building for the German Navy, 
three cruisers tor China and 
one for the Japanese 
Government, besides several 
mercantile steamers. Most of 
the yards report an Increase of 
business, and there can be no 
doubt that the constr u ction of 
war vessels and ftrst-dass 
steamships is rapidly 

developing in Germany. 

50 years ago 

Australian Gift To Britain 
The Australian Government win 
indude to Its forthcoming 
Budget proposals a gift of 
£10(000,000 (Australian) to 
Britten to help this country 
maintain its purchases from 
the sterling area. Announcing 
this in Canberra yesterday, Mr. 
J. Chifley, Australia's Prime 
Minister, said that an increase 
to Australian funds in London 
ate test year's favourable 
balance erf payments, 
combined wife fee support 
Britain had given to other 
European nations, had 
influenced the Australian 
Government 
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Das Kapital revisited 


F rom the triumph of global capitalism 
to Its crisis in barely a decade? After 
the turmoil is Russia, the east Asian 
collapses and the knock-on effects virtu- 
ally everywhere, critics of free markets 
would have us believe so. 

The specific charges are serious. One is 
that cross-border capital flows cause mas- 
sive dislocations in developing economies, 
much like an extreme case of whiplash. 
When times are good, banks lend large 
sums of money and Investors pile in - 
only to turn tail at the first sign of 
trouble. 

Another charge is that the world’s 
financial support system, centred on the 
IMF and the rich G7 countries, has failed. 
Instead of helping countries in difficulty, 
critics allege, support has made things 
worse. 

There is something to both criticisms. 
But to conclude that the game is up for 
capitalism would amount to throwing the 
baby out with the bath water. Free mar- 
kets still hold out the prospect of higher 
living standards than state control. But 
dearly lessons must be learnt. There are 
three big ones. 

first, building a well-functioning capi- 
talist economy Is not a trivial task. It is 
not enough to adopt the profit motive. 
Take Russia. Grafting profit-seeking 
behaviour on to Soviet-style Institutions 
has produced robber baron capitalism. 
East Asia's crony capitalism was also not 
the healthiest variety. TO thrive, markets 
need secure foundations: the rule of law, 
dean financial systems and good gover- 
nance - if not fully fledged democracy. . 


Hrtagflal flows to five Asian acano mlas * 

Sin 



1994 95 96 97- 96* 


rapt black markets and isolation from the 
global economy. 

The third lesson is that a new mecha- 
nism for helpin g crisis-ridden economies 
must be devised. The current system, 
based on the IMF and the G7, has foiled to 
prevent crises and is also doing a pretty 
poor Job cleaning them up. 

In part, there are failings at the IMF 
ftselt For a start, It is too technocratic. In 

Russia, for example, the IMF hacked for- 
mer prsnier Sergei Kiriyenko - on the 
basis that he was prepared to follow the 
right policies — but did not *airt> enough 
account of whether it would be politically 
UmBk to implement th em. 


W estern governments and investors 
hoped Russia could make the tran- 
sition from communism to market 
economy relatively easily. This was wish- 
ful thinking , Mora than 70 years of Marx- 
ist-Leninism left Russia deeply scarred. 
The transition win be painful and take a 
great deal of time. 

There is a cathartic element to the cri- 
sis. The situation is grim. Then again, so 
was the starting point That pain will be 
felt by ordinary Russians rather than the 
corrupt elite is unfair. But ultimately, it is 
the an g er of the population - because of 
non-payment of wages and loss of savings 
through hyperinflation and/or default - 
that could sweep away the rotten founda- 
tions of Russian-style capitalism. 


The second big lesson Is an old one: the 
perils of borrowing, specifically In foreign 
currencies or short-term. In all the coun- 
tries which have faced crises over the past 
year - Korea. Thailand, Indonesia and 
Russia - running out of money with 
which to pay debts has been the trigger. 
The Jitters of portfolio investors have, of 
course, battered many other emerging 
markets. But it is only those which have 
resorted to largeacale borrowing that are 
vulnerable to vicious spirals. 

The crisis itself may prove an inocula- 
tion against such borrowing binges in 
fixture. Western banks which have lost 
billions in Russia will be less ready to 
give the next emerging nwriwi that comes 
along enough rope to hang itself. Equally, 
governments of other developing econo- 
mies have now had plenty of demonstra- 
tions of the dangers of borrowing. 

Unfortunately, the problem does not 
stop with the governments. Privatesector 
borrowing conducted through poorly run 
local- hanira ran also trigger crises, as in 
Korea and Indonesia, The answer is to 
clean up the hanks. Until then , freedom to 
borrow on international banking markets 
is a recipe for trouble. 

To that extent, those who rage against 
international capital flows have a point 
But the inc reasing ly popular notion that 
emerging markets should protect them- 
selves by slapping on twrhangB controls - 
as Russia may be on the point of doing - 
is going too for. 

It is borrowing, not all capital flows, 
that are the problem. Moreover, capital 
controls create their own problems: cor- 


T he IMF's actual provision of funds is 
also problematic. In Russia, there was 
not enoogh money to deal with the 
problem at hand - paying off the govern- 
ment's mountain of T Offtn^ng debt. Any- 
way most of the funds coaid not actually 
be used for that purpose. As a result the 

IMF's stabilisation programme was based 
on smoke and mirrors. The same occurred 
in Indonesia and, almost in Korea. 

But the IMF is the handmaiden of the 
G7, especially the US. And it Is unrealistic 
to expect it to do much better unless Its 
masters abandon , their belief that support 
operations be politically ^ finan-. 
daily cfr aa p . The riTfmon administration 
has clung to this illusion strongly, as it 
seems to reconcile its own desire to act 
fog on the global stage with the Congress’ 
unwillingness to spend money abroad. 

There are really two ways forward. 
Either the G? beefs up Its support for 
emerging markets or It abandons the pre- 
tence that It is offering much of a huffing 
band in the first place. .If Wall Street 
bounces back and Russia muddles 
through, Europe and the US may well 
think it is hi their self-interest to allow 
other parts of the world to clean up their 
own mess. But if IIS share prices cantinae 
to himHWi «nd nuclear-armed Bn«Ha col- 
lapses, a lalsser-Mre approach wW not 
seem, so rational. 

In fixe midst of the current crisis, there 
is a widespread and understandable rush 
to debate file merits of the international 
financial system. But the need for reform 
is really limited to two issues - b orrowin g 
binges and the support system. Ca pitalism 
iteoif, warts and aS, is stm better than 
any alternative. 
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FT WEATHER GUIDE 


Europe today 


Much of northe rn Europe wfD be 
dry with some sunshine. 
However, there win be showera 
scattered acroee southern 
Scarafinavt* and some heavy 
showers wO move into Ireland 
later. The Battle statu, eastern 
and south-eastern Europe wii 
hove heavy thundery rain, 
spreacSno to the Batons later. 
Most of western, centra) and 
southern Europe wU be dry and 

sunny. 

Rve-day forecast 

Eastern Europe wtt become dry 

far a whlo as heavy showers 
riser eastwards. However, the 
west and north-west wK 
become unsettled, with France 
having heavy and thundery 
■howera on Tuesday, spreadin g 
graduaPy test towards central 
and south-east Etrope by 
Thursday, Mo« of southern 
Europe wfllsteyriy. 
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Howard calls October po 


as dollar hits record low 


Australian PM to gamble on voter approval for a new sales tax 


By Gwen Robinson in Sydney 


John Howard, the Australian prime 
minister , ha^ called a nati onal elec- 
tion on October 3. ending months of 
speculation about a poll date. 

Yesterday's announcement came 
after the Australian dollar reached a 
record low on Friday of 55 US cents, 
fuelling-uncertainty in the stock and 
currency markets .about the 
direction of interest rates and the 
economy. - - _ 

Mr Howard’s conservative Uberal- 
Nafional coalition Is not required to 
go to the polls until mid- 1999. But 
coalition members said crucial tec- 
tors behind the decision for an early 
poll included fears the economy 
would deteriorate more rapidly In 
the first half of nest year. 

In announcing the early poll, Mr 
Howard emphasised his govern- 
ment's economic management 
record and said Australia needed 
continuity at a time of global eco- 
nomic turmoil. 

*T think now is the. time for the 
Australian people to deride whether 
they want [the Labor] party at the 


beta In those uncertain economic 
trm&g or do they want to return the 
government- led by me, which has 
strengthened the. economic founda- 
tions of Australia?" fc* .said 
yesterday. - 

The deciding factor in the time- 
table. however,, was the Liberal par- 
ty’s latest polling showing that the 
coalition had manag ed to "retain its 
recent lead over the Labor party 
after Mr Howard's announcement of 
a sweeping package of tax reforms 
this month. The package includes 
AJiabn (J7.i5bn) in personal income. 
tax cuts, balanced by a new 10 per 
r*» nt goods and services tax. 

The polls showed a majority of 
voters supported the principle of tax 
reform but. in a worrying sign for 
Mr Howard, the majority of voters 
oppose a sales tax. At the same time, 
support has been lukewarm for rival 
reforms promised by Labor, which 
offer tax cuts of A$6bn but single out 
low and middle-income groups as the 
main beneficiaries. 

Labor received a psychological 
boost from its. victory in Tasmanian 
state elections on Saturday. Prelimi- 


nary results indicated it had won a 
dear victory, its first majority win 
Jn Tasmania for 16 years. However, 
local issues dominated the cun- 


On a national level, Mr Howard 
faces pressure from the extremist 
One Nation party, which made; a 
strong -debut in Queensland state 
elections earlier this year. The ooafr 
tion’s recent gains In opinion polls 
have been at One Nation’s e xp ens e . 
But One Nation is expected to poll 
stm ngty in rural areas and could 
hold the balance of power in the 
senate, parliament's upper house. 

' Half the senate’s 76 seats will be 
up- for re-election as well as all 248 
seats in the house of representatives. 

The Liberal-National coalition was 
pje<»t pd in March 1996 with a 44-seat 
majority, ending 13 years of Labor 
government. Mr Howard has pri- 
vately conceded he may lose same 
seats in the forthcoming poll but 
coalition officials say he expects to 
retain a double-digit majority. Labor 
would need 26 extra seats, or a uni- 
form national swing of 4 SL pear cent, 
to win-office. 


DARK TOBACCO FACTORY TO CLOSE AS MORE FRENCH PREFER BLONDES 


Seita to wind up Chateauroux 
cigarette plant after 140 years 

By David Owen In Pads famous Gauloises brand, a near - It still sells nearly twice as 

— — .. — nhiicmtarv arftsNnrv for 1960s Rive dark tobacco as liaht tobacco 


A long chapter in French industrial 
history comes to an end today with 
the closure of Seita’s cigarette plant 
at Chkteauroux, in central France, 
after 140 years. 

The factory has fallen victim to 
the pronounced decline in dark 
tobacco consumption in France^ as 
French smokers move to the pale 
tobacco favoured by most interna- 
tional brands. 

While overall cigarette consump- 
tion in the country is little changed 
from 1975 levels at .about 83bn per 
year, the proportion of dark tobacco 
cigarettes smoked Has shrunk from 
nearly nine out of 10 to fewer than 
one in tour. 

In retrospect, the beginning of the 
end for dirk tobacco smoking in 
France probably came in 1964, when 
Seita launched Gaidoises Blondes as 
a light tobacco form of Its world- 


famous Gauloises brand, a near 
obligatory accessory for 1960s Rive 
Gauche intellectuals. 

At that time, dark tobacco riga- . 
reties still had more than SO per cant 
of the market. 

But their share has declined by 
between l and 3 percentage points a 
year ever since. 

The iVench tobacco group says it 
would uot have made sense to con- 
vert the CMteauroux plant, which 
once employed more than 2,000 
people but accounts for fewer than 
300 jobs at the time of its closure, to 
produce cigarettes made from light 
tobacco. 

“The closure of Cb&teauroux has 
been foreseeable for a long time,'’ it 
said. 

Even so. Seita acknowledged that 
it makes better margins on dark 
tobacco than on light tobacco ciga- 
rettes in France, as the competition 
is less intense. 


■ It still sells nearly twice as many 
dark tobacco as light tobacco ciga- 
rettes in its tame market - 19-Sm 
against ULBbn in 1997. 

The closure of ChSteauroux leaves 
Seita with two French dark tobacco 
cigarette factories at apposite ends 
of the country, in Lille and Ton- 
neins. 

Its tight tobacco cigarette plants 
are at Clermont-Ferrand in the cen- 
tre and Nantes in the west 

International sales volumes for 
Seita reached 21.1bn cigarettes in 
1997, up from I4.6bn two years ear- 
lier. light tobacco accounted for 
16£bn of this total 

Earlier this year, the French stale 
sold a further 5J3 per cent stake in 
the company, whldi was privatised 
in early 1995- 

In 1997, it reported net attributable 
profits of FFr827m ($l36m) on turn- 
over of FFTl&4bn. Operating profit 
was nearly static at FFrl_26bn. - 
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Merged Geiman bank aims to 
beat target for cutting costs 

Bayensche Hypo-und 
Vereinsbank, Ger- 
many’s newly merged 
bank, aims to achieve 
its cost-cutting goals 
earlier than promised 
by dosing surplus 
branches, trimming 
staff and merging 
back-office operations. 
The bank also plans to 
expand in Europe and 
into asset manage- 
ment, according to chairman Albrecht Schmidt 
(above). With assets of DM860bn ($484bn), it is 
Germany's second-largest bank. Page 15 
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Growth slows in Norwegian oil fund 

Turbulence in international capital markets has 
slowed the growth in Norway's government 
petroleum find, the investment vehicle for the 
country's oil revenue surplus, according to 
figures from the central bank. The market value 
of the fund grew 2.8 per cent in the second 
quarter to NKr135.8bn ($17bn). Page 15 

Engen cool on bid by Petronas 

Petronas, the Malaysian state oil company, has 
gone ahead with a bid for Engen, the South 
African oil group, but has received only a luke- 
warm response from the target's board. Engen 
directors have said the offer does not “reflect 
the fundamental value of Engen”. Page 14 
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look for bargains 

Traders may be 
tempted to try a tittle 
bargain-hunting on cur- 
rency markets th is 
week. Some currencies 
rebounded on Friday, 
with the Norwegian 
krone soaring and the 
Australian and Cana- 
dian dollars showing 
signs of life. The main 
mover may well be the 
dollar, which fell nearly 
D-Mark an Friday, as 
interest rates. Page 18 


Yields ignored in rush to safety 

With speculators racking up huge losses in 
Russia and stock markets around the work! 
tumbling, many investors are focusing first on 
protecting their capital, and only second on 
guaranteeing a comfortable return. Page 14 

STOCK MARKETS 
New York 

Statistics due this week should show that the 
US economy is gathering speed again after tak- 
ing a summer breather. Page 16 

London 

Events in Asia, Russia and Latin America are 
likely to set the tone when traders return to 
work tomorrow after today's holiday. Page 16 

Tokyo 

Equity and bond markets in Tokyo fell to record 
lows last week, and there are few signs that 
they will improve this week. Page 16 


FTGUIDE TO THE WEEK 
- full listings Page 28 

Clinton to meet Yeltsin In Moscow 
US president Bill Clinton is scheduled to fly to 
Moscow today for meetings with Russian 
president Boris Yeltsin. He will travel to 
Northern Ireland on Thursday, returning to the 
US on Saturday. 

Airport safety on the agenda 
Members of Airports Council International, the 
Geneva-based world airports body, begin a 
four-day conference tomorrow in Riga, Latvia, 
on airport safety. The conference's agenda 
includes the handling of emergencies. 

UN to publish world population report 
The United Nations Population Fund publishes 
its annual State of World Population on 
Wednesday. This year's report refutes claims 
that the “population explosion is over”. 


COMPANIES IN THIS ISSUE 



AMP 

13 Nisso Iwal 

4 


Assa Brown Boveri 

4 Northwest 

4 


Bayensche Hypo VS 

IS Norwich Union 

13 

. . - 

Garrsfour 

IB *** 

14 




14 


Enterprise 03 





Raca! Telecom 

14 


GIO Australia HWgs 

13 




Royal Dutch/SheO 

14 


Henderson 

13 




Scottish Power 

14 


KBadowm 

14 




Sata 

12 

•- 

Hongkong Land 

14 




Sempra Energy 

4 

ft 


14 


; V 


Skoda Plzen 

IS 


Jnvesticni Banka 

15 Swiss Reinsurance 

16 

?_ • 

Janfine Matheson 

14 Swisscom 

15 

• 

Komercni Banka 

15 TNT Post 

IS 


M&G 

13 TeleDanmarii 

IS 

" ' 

Mobil Oil 

14 Telefonica 

16 




■ 


MARKET STATISTICS 



Base fating rates 

18 Foreign exchange 

18 

t . 

b m _ •_ 

Benchmark Go* tomb 

18 Lander recent issues 

16 


' companies eBay 

16 London share saw* 

20£1 


DMdands and company n%> 17 Managed finds sanies 

22-24 


FWW-A wortd Mas 

25 Moray martate 

18 


FT Gold mines index 

16 New Inti bond Issues 

16 


FT Gtede to currencies 

18 Sot* maritets a a gtmee 

27 

-■* 





AMP ready for new acquisition 


Life assurer turps to UK after making Australia’s biggest bid; 


AMP, Australia's largest life 
assurance and financial ser- 
vices group, is preparing tor 
another UK acquisition days 
after launching Australia’s big- 
gest takeover bid. 

Last Tuesday AMP launched 
a hostile bid worth AJ3bn tor 
GIO Australia Holdings, a gen- 
eral insurer. The hid was 
rejected by GIO’s board but 
will go to GIO shareholders 
within three weeks. 

AMP surprised investors on 
Friday by announcing a range 
of short- and long-term off- 
shore debt progr amm es which 
it said would provide about 
AS12bn (US$7bn) to finance 
acquisitions. 

The programmes included 
£1.6bn (US$2. 5b n) in standby 
debt facilities with four inter- 
national hanks and plans for a 
US $4 bn euro medium-term 


US futures 
market to 
publish 
estimated 
rouble rate 

By Nikki Tali I n Chicago 


The Chicago Mercantile 
Exchange, one of the two big 
US futures markets, is to pub- 
lish a daily estimate of the 
Russian rouble-dollar 
exchange rate because of prob- 
lems with the availability of a 
formal rate from the Moscow 
Interbank Currency Exchange 
(Micex). 

Foreign currency trading at 
Micex was suspended in the 
middle of last week after 
heavy falls in the rouble and 
with tbe prospect of further 
turmoil ahead. 

Tbe CME, which started to 
trade Russian rouble futures 
earlier this year, said it would 
collaborate with the Emerg in g 
Markets Traders Association, 
which is based in New York 
and London, in establishing 
the new “reference” rate. It 
will be posted on Reuters 
screens. 

Tbe reference rate will be 
based on a daily survey by the 
the CME's clearing house of 
rouble spot market pricing by 
Russian-based subsidiaries of 
big international banks and 
large Russian banks in 
Moscow. The survey will be 
done at 11am, Moscow time. 

It will he used to settle the 
CME's own rouble futures and 


note programme. Executives 
said the group was preparing 
tor another UK acquisition, fol- 
lowing the AS920m purchase in 
March of Henderson, the UK 
ftmd management group. 

In London, Norwich Union 
shares rose on Friday on spec- 
ulation that the UK insurer, 
which has Australian 
operations, was in talks with 
AMP. 

AMP's chief financial officer, 
Paul Batchelor, said ASSbn of 
the new standby facility was 
earmarked to support AMP’s 
GIO bid. The remainder would 
support “acquisition activity, 
principally in the UK”. 

The success erf AMP’s GIO 
bid remains in doubt following 
Its rejection by the latter’s 
board. AMP offered two shares 
for every nine GIO shares, or 


A$4.75 cash -per GIO share. 
Nick Steffey, GIO’s chief exec- 
utive, said AS8-AHQ a share 
would be more realistic and 
described AMP’s bid as a “bad 
deal”. AMP, however, insisted 
the offer represented a 22 per 
cent premium to GIO’s average 
share price in the two weeks 
before the bid. 

By Friday afternoon the 
Australian stock market had 
slid nearly 4 per cent, driving 
the benchmark All Ordinaries 
index to 2,516.9. its lowest 
close since last December. 
Meanwhile, tbe Australian dol- 
lar plunged to a record low of 
US$055 last week. 

Even so, AMP shares revived 
on Friday, jumping 8 per cent 
from the day’s lows to A$2L41 
on news of the group's hew 
standby facilities. GIO's price, 
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The rouble pit of the Chicago M er can ffl a Exchange. Tba e stim ated rata 
wffl be used when a formal rate is not avaflable from Moscow AP 


options contracts only if there 
is no alternative Micex fixing 
available on the day when con- 
tracts expire. 

Scott Gordon, chair m an of 
the CME, described the move 
as “a precautionary 
step ... to assure smooth 


performance” of the contracts. 
The exchange is also imple- 
menting a similar back-up 
arrangement for Brazilian real 
futures and options contracts. 
Approval to use the rates to 
settle contracts la being sought 
from US regulators. 
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In danger of stagnation 


What will it take to shake 
small investors' faith in 
mutual funds? Given the stock 
market turmoil spreading 
around the globe, this is an 
increasingly pertinent 
question. 

Retail shareholders. In stark 
contrast to their Institutional 
brethren, stay relatively cool 
under pressure. After the 
October 1987 stock market 
crash only 5 per cent of US 
equity mutual fundholders 
redeemed shares, according to 
the Investment Company 
Institute, the industry’s trade 
association. 

On October 27 last year, 
when the Dow Jones Industrial 
Average fell 554 points in a 
single session, the net outflow 
from mutual funds amounted 
to no more than one-tenth of 
one per cent of their assets. 
Preliminary figures tor. this 
July suggest cash has 
continued to flow into equity 
funds. 

A crash, however, might not 
be that bad. Provided it was 
followed by a quick rebound. 
Investors who have learned to 
“buy on the dips" would only 
have their belief in equities 
reconfirmed. The real danger 
is that the current correction 
turns out to look less like a V 
and more like an L - in other 
words, stagnation. 

This has not happened for a 
generation. The last protracted 
bear market occurred in the 
1970s and there Is no reason, 
as yet, to believe that the 
world is facing another one. 
Nevertheless, tbe historical 
perspective is worrying. 
Between 1870 and 1982, mutual 
funds suffered more or less 


continuous outflows. In the 
1978-62 period alone, the 
industry lost almost 30 per 
cent of its assets. 

Much has changed since 
then. The spread of stock 
ownership in the US - where 
more than 70m individuals 
hold shares - and inc reasing ly 
in Europe and Aria means the 
cult of equity is more firmly 
anchored than 25 years ago. 
And given overburdened 
pension systems in most 
western societies, people are 
increasingly aware they have 
to save for their retirement. 

Most important of all, 
equities have produced 
fantastic returns recently, 
with total returns in the US 
and several big European 
markets of more than 20 per 
cent a year since 1995. 

But this has raised 
investors' expectations to 
unrealistic levels. According to 
a survey of 750 mutual 
landholders carried out last 
year by Montgomery Asset 
Management, US retail 
investors expect average 
annual returns of 34 per cent \ 
over the next decade. That 
suggests massive scope tor 
disappointment, even if share 
prices merely trade sideways 
for a tow years. So far in 1996; 
the S&P 500 has returned less 
than 10 per cent 

Under those circumstances, 
mutual fund redemptions 
could snowball Granted, many 
people tend to invest in the 
stock market through regular 
monthly contributions, for 
instance into 401k retirement 
plans fa the US, which they 
will not cut off overnight But 
Michael Upper, president of 


Upper Analytical, which 
analyses the industry, points 
out that even these plans can 
be easily switched to band or 
money market funds and 
warns: “When people are 
nervous, they don't just move 
cash flow but the existing 
money too.” 

The situation In Europe is 
potentially more precarious. 
While mutual fund sales have 
been soaring in countries like 
Italy, Spain and Germany, this 
is a phenomenon of the past 12 
months. Europe's newly 
conv ert ed retail investors do 
not have the experience of 
their US and UK brethren 
when it comes to riding out 
volatility. Nor are they as 
likely to be sitting on fat 
profits. They are more likely to 
panic in a downturn. And if 
they do, it will be much harder 
to regain their trust. 

This scenario poses serious 
risks for the mutual fund 
industry. Investors, confronted 
with a sudden loss of paper 
wealth, would undoubtedly 
look for somebody to blame. 
Mutual funds are the obvious 
fall guys. 

John Reckenthnter, director 
of research at Mornings tar, 
which tracks mutual funds, 
warns that it does not take 
long for funds to turn from 
heroes to villains. Following 
tbe sharp fan in bond prices in 
1984, the New York Times 
asked whether bond funds had 
betrayed investors' trust Four 
years later, equity funds In the 
US and elsewhere form a much 
greater proportion of 
household wealth. A bear 
market backlash now would be 
far more severe. 
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meanwhile, dropped 5 cents to 
A85.I0 as rumoured counter 
bids to materialise 

GIO said, on Thursday it had. 
been approached . by other 
interested parties since AMP’s 
bid, and had ri gnud confidenti- 
ality agreements with “several 
potential suitors” before the 
bid. The admission deepened- 
tensions between the two com- 
panies, leading AMP to 
threaten legal action against 
GIO if It gave financial infor- 
mation to other bidders and 
excluded AMP. 

Earlier, analysts had pre- 
dicted AMP would be forced to 
raise its share swap offer to at 
least one-forfour GIO shares. 
The stock market’s slide had 
taken tbe heat off AMP and 
probably discouraged other 
potential bidders, they said. 


-But George TrxunbulL AMP^s . 
chief executive, said yesterday, 
the group had no Intention of 
entering a bidding -war tor GIO 
and .would not raise its offer. 
“There ^ is a lot of scepticism in 
the . market .about. , whether - 
another bid will '. come 
■! and : personally, I can’t see 
' that happening.” he said:- 
- Zii -addition to the. new- 
standby facility and the. 

: US$4Bn- euro medlmn-term' 
note programme, AMP has 
- nearly At5bn in surplus capl- . 
tal.With the -GIO scrip offer,. 
AMP has also shown readiness 
to use Its own stock to expand. 

Market analysts welcomed 
AMP’s move to set up a “war 
chest" tor tntematianal expan- 
sion. But Moody's Investor Ser- 
vice warned - at the weekend 
that AMP risked a -downgrade 
to the credit rating of its UK 
subsidiary, which arranged the 
standby faculty- 


Traders braced 
for more turmoil 
in commodities 


By David Rfflng la Loodon 

Commodity traders are braced 
for further turmoil this week 
awW concern that global 
tionary pressures may con- 
tinue to depress prices and 
that hard-hit commodity pro- 
ducers, notably Russia, might 
try to export their way out of 
trouble. 

Last week the Chicago-based 
Commodity Research Bureau 
ipriCT of 17 leading commodity 
prices fall to Its lowest level 
since 1977. Analysts fear that 
commodity prices may sink 
still lower if tbe Asian and 
Russian ' financial crisis 
spreads. 

On Friday gold prices slid to 
a 19-year low of $273.40 an 
ounce, partly on fears that 
Russia had pledged a signifi- 
cant amount of its 526-tonne 
gold reserves as collateral 
against credits from Swiss 
banks. International prices of 
nickel and copper have 
about 40 per cent in 12 months. 

Prices fra - timber, rice, rub- 
ber and vegetable oils have 
also dropped, in some cases 
dramatically. Currency depre- 
ciation and recession in Asia 
has encouraged producers to 
step up exports and curbed 
demand for imports. 

Some analysts are concerned 
that Russia - an important 
exporter of oil, gas, nickel, alu- 
minium, grain and timber, as 


well as a big gold producer - 
may seek to follow Asia by 
increasing commodity exports. 
: to boost its dwindling foreign 
currency reserves. 

Some commentators say 
those tears are overdone, how- 
ever. In cdl, for example, Rus- 
sian companies are already 
operating at full capacity. 
Many have already shifted as 
much production as they can 
into exports. 

“There may well be a psy- 
chological effect produced by 
concern that Russia is about to 
flood the market,’' said Step- 
hen O'Sullivan, co-director of 
research at United Financial 
Group. “It will take people a 
while to realise that they 
won’t be able to do this.” 

. Similarly, Russian metals 
exports could as easily fan as 
rise, said Tony Warwick- 
Cfaing, an analyst with -Flem- 
ings Global Mining Group. 
Russian mines, cut off from 
foreign investment, might see 
their output diminish, as hap- 
pened In Congo and Zambia. 

Among oil exporters, Vene- 
zuela was of much greater con- 
cern than Russia, said Mr 
O’Sullivan. The markets fear 
that Venezuela, which 
accounts- for 6 per cent of 
world oil exports, may. renege 
on its commitment to cut pro- 
duction when it- meets Mexico 
and Saudi Arabia to discuss 
quotas this week. 


M&G, one the :UK7s largest 
retail fund managers, bis 
warned it will be unable to 
offer the UK government’s 
planned benchmarked Individ- 
ual Savings Account, or ISA, 
because its computer system 
will be unable to cope. 

Michael Mciintock. manag- 
ing director, said the need tor 
single pricing for the proposed 
“CAT-marked" ISAs - set to be 
launched on April 6 - has 
helped make the costs of 
adapting computer systems 
prohibitive -for the industry. 

Single pricing is a- key fea- 
ture of the government's pro- 
posed voluntary CAT standard 
- for Cost Access and Terms. 
Most fund management com- 
panies offering the personal 
equity plans (Peps) and tax- 
exempt special . savings 
accounts (Tessas), which are to 
be replacedby ISAs, are not 
set up to operate a single pric- 
ing 'model M&G said it still 
planned to offer non-bench- 
marked IS As, however. 

Mr McLintock warned that 
many of.M&G's competitors 
faced similar problems as they 
focus On tackling the changes 
demanded by the year 2000 
problem: “Almost all our com- 
petitors won't be there for 
April if we have to have the 
proposed single pricing.” 

The CAT standard has been 
heavily criticised by the indus- 
try. It has particularly irked 
active managers such as M&G, 
which aim to beat the index, 
because it offers support to the 
index-tracking funds which 
the government has indicated 
are its preferred vehicle for the 
new savings scheme. 

M&G's concerns were echoed 
by Anne McMeeban. director 
of communications at the 
Association of Unit Trust and 
Investment Funds. She said 
the Industry was “going to find 
It extreme ly difficult meeting 
the ISA deadline for the CAT- 
mark". 

A tiny minority of active 
fund managers have already 
adapted their computer 
systems to cope with the intro- 
duction of single pricing in a 
switch to an an open-ended 
investment company structure 
{oelcs). ' 

Most companies . have 
decided to wait for oelcs, cur- 
rently limited to certain fund 
types, to be extended before 
changing their systems. 


This announcement appears as a matter of record only 
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HOUSEBUILDING AND CHILLED FOODS DIVISIONS TO BE SPUN OFF AFTER BREAKDOWN OF UNIGATE TALKS 


Hillsdown confirms plans for break-up 


By Jonattan Guttata 




Hillsdown Holdings, the 
food, furniture and distribu- 
tion group, has confirmed 
that It plans to demerge 
Fairview Homes, its house* 
building subsidiary, and Its 
chilled foods business. List- 
ing particulars will be des- 
patched to shareholders in a 
week, and trading in the 
shares of the two businesses 
is expected to begin on Octo- 
ber 5. 


Keith Buchanan, finance 
director of Hillsdown, said 
shareholders would be asked 
for their approval for the 
effective break-up of the 
group at an EGNI on October 
2. The proposals are likely to 
Include a reorganisation of 
the share capital of Hills- 
down, The aim will be to 
ensure the new shares have 
a heavy enough weighting to 
appeal to professional inves- 
tors. 

Hillsdown is pressing 


ahead with the demergers 
following the breakdown In 
May of talks for Unigate to 
acquire it for £1.59bn 
($2.62bn). Uni gate, a food 
and distribution business, 
withdrew after seeing trad- 
ing information from Hills- 
down which led to a dis- 
agreement over toe value of 
the group. The chilled foods 
subsidiary makes own label 
snacks for UK retailers and 
salads which are sold 
throughout Europe. 


Fairview Homes speci- 
alises in building mass mar- 
ket housing in the south- 
east It lifted operating prof- 
its last year by 77 per cent to 
£41.3m on turnover of 
£163 .2m. The operation has 
been valued at £250m by 
analysts, though a slump to 
confidence In the prospects 
of all housebuilders trig- 
gered by slowing house price 
rises could hit its valuation 
when it comes to the stock 

market 


Mr Buchanan said: "We 
are very conscious of the 
weakness in builders' shares 
at present, but we need to 
demerge Fairview because it 
tends to get lost inside 
Hillsdown." 

Unigate had planned to 
sell Fairview to a trade 
buyer. 

Bryant. Taylor Woodrow, 
Barr att and Bearer were 
tipped as possible purchas- 
ers, and Fairview 
executives were believed to 


have considered a manage- 
ment buy-out 
Under a plan announced 
in March, Hillsdown 
expected to spin off its ftinii- 
ture operation through a 
trade sale. This has been val- 
ued by analysts at 2250m. It 
would also dispose of busi- 
nesses In potatoes, wines 
and spirits, chickens and 
eggs, and poultry breeding, 
leaving a rump groceries 
company active in tea, bis- 
cuits, jam «nd canned goods. 


Scottish 
interest 
in Racal 
Telecom 

By Jonathan fertfirte 

ScottishTelecom. the 
telecommunications wing of 
Scottish Power, the priva- 
tised utility, is understood to 
be interested in. buying 
Racal Telecom, the telecom- 
munications arm of Racal 
Electronics. The business is 
expected to fetch £750 tn- 
£800m tSl^Jbn). 

ScottishTelecom, which is 
valued at more than £lbn 
within its parent, is keen to 
expand into the English tele- 
coms market It is believed 
to also have looked at bids 
for the telecoms arms of Nor- 
web and Kingston Communi- 
cations. Hull's publicly- 
owned telephone service. 

The Scottish company is 
taking a renewed interest in 
Racal Telecom following 
comments by Sir Ernest Har- 
rison, chairman of Racal, 
this month. He said that 
Racal had not ruled out dis- 
posing of the subsidiary 
through a trade sale, despite 
plant to float it on the Lon- 
don Stock Exchange next 
year. 

Racal and ScottishTelecom 
discussed a deal last year, 
but were unable to reach an 
agreement. Racal then pur- 
sued plans for a flotation, 
but is thought to have 
returned to the idea of a 
trade sale when it had prob- 
lems finding a suitable chief 
executive to pilot the busi- 
ness through a flotation. 

The delay has been to 
Ratal's advantage. Racal 
Telecom was valued at 
£45Qm last year, but telecom 
share prices have since risen 
steeply. Other telecoms oper- 
ators tipped ns potential bid- 
ders include Energis. which 
this month announced it 
would buy Planet Online, an 
internet service provider, for 
£S&m. and Esprit, a Reading- 
based business. 

The assets on offer include 
a managed services network 
business with clients that 
include government depart- 
ments. Racal Telecom also 
owns the telecom network 
set up by British Rail, which 
has a highly-unionised work- 
force of 2,000. 

ScottishTelecom is aiming 
to build a presence in inter- 
net services as well as in 
network activities. 

In May. it bought Demon 
Internet, a net service pro- 
vider, for £66m. The deal 
gave ScnttishTClocam 2bn 
minutes of traffic a year 
previously carried by- 
British Telecararaunlcations. 
which is expected to lift 
profits by £20m. 


INTERNATIONAL BONDS FOCUS ON PROTECTING CAPITAL 


Buyers ignore yield in rush to safety 


By John Labate in Hew Yoik 

Investors have run for cover 
since the Russian govern- 
ment devalued the rouble, 
sparking the latest round of 
buying in US Treasuries. 

With speculators and insti- 
tutions racking up huge 
losses in Russia and stock 
markets around the world 
tumbling, many investors 
are focused now on protect- 
ing their capital first, and 
guaranteeing a comfortable 
return second. 

The focus is clearly on 
safety." said William Lloyd, 
head of market strategy at 
Barclays Capital in New 
York. "Everyone is being 
risk-averse." 

In the two weeks since 
Russia's devaluation. Trea- 
sury prices have moved 
upward almost without 
exception, with the yield on 
the benchmark 30-year long 
bond sliding from 5.54 per 
cent to 5.35 per cent 

Prices have reached new 
records every few days, with 
holders showing little incli- 
nation to sell and reap prof- 
its for fear that the news in 
one of several parts of the 
world might worsen. 

The recent rise in Trea- 
suries has moved yields so 
lbw that the 30-year bond 
has fallen below the 
short-term benchmark, the 


Federal Funds rate, for the 
first time since the 1980s. 

There is confusion about 
where we go (Tom here: 
whether we can continue to 
be bullish with yields as low 
as they have been,” said 
Kathleen Stephansen. senior 
economist at Donaldson, Luf- 
kin & Jenrette, 

With economic and politi- 
cal events in emerging mar- 
kets not expected to improve 
dramatically soon, some are 
wondering how long Trea- 
sury prices can remain at 
such high levels, especially 
as long as the state of the US 
economy remains vibrant in 
many key sectors. 

“Once this whole panic 
eases, and it may take a 
while, then you should 
expect higher rates more in 
line with economic funda- 
mentals." added Ms Stephan- 
sen. 

US economic indicators 
remain well off the radar 
screens of most bond inves- 
tors, with global turmoil 
remaining the main driver of 
market movements. 

Last week, however, sev- 
eral economic reports 
suggested the consumer-led 
US expansion, while cooling, 
is not approaching the kind 
of slowing that may require 
a lowering of interest rates. 

Existing home sales soared 
4 per cent in July, because of 


10-year benchmark bond yields 
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the favourable interest rate 
environment, stronger than 
analysts were expecting. 

Durable goods orders, 
rebounded in July from a 
sluggish May and June with 
a 2.4 per cent rise, again bet- 
ter than forecast. 

GDP for the second quar- 
ter was also revised slightly 
upward during the week, to 
1.6 per cent growth, and the 
latest figures on the state of 
labour continue to show a 
tight market. 

While many bond inves- 
tors may be saying that they 
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expect the Fed’s next move 
in interest rates will be an 
easing, the domestic data 
suggest that such a change 
is unlikely to happen, at 
least in the short term. 

The question for the bond 
market in the, coming weeks 
and months is whether inter- 
national events will worsen 
significantly before calm Is 
restored. 

While the fear of persist- 
ing global worries is spread 
across regions spanning Asia 
to Latin America, the real 
trouble spots remain fairly 


well contained thus far. 

That could change 
quickly, however, should 
China devalue its currency 
or South American countries 
devalue officially as well. 

A radical transition In 
Russia could also set the 
Stage for a new and extended 
rally in Treasuries, with the 
long-bond yield dipping 
below 5.25 per cent or lower. 

How stock investors 
respond wfll also he a factor 
for bonds. Among investors 
the perception is one of 
widespread global concern, 
and US stock prices have 
reflected such worries, fall- 
ing largely on fears of eco- 
nomic contagion and politi- 
cal uncertainties in Russia. 

The Dow Jones Industrial 
Average, which had already 
undergone several weeks 
worth Ol correction trading, 
opened last -week at 8,533 
and ended the. week at 8,051. 
Adding to the downward 
drift was the first signs of 
real impact of Russian losses 
by US banks. 

The economic impact of 
Asia’s slowdown and Rus- 
sia's crisis on corporate bot- 
tom lines will also be a big 
factor for stock and bond 
investors. 

For the moment, uncer- 
tainties are stacked too high 
and Treasury investors are 
unlikely to budge soon. 


Engen subdued 
on Petronas bid 


By Victor Mafiet 
in Johannesburg 


Petronas, the Malaysian 
state oil company, has gone 
ahead with a bid for Engen. 
the South African oil group, 
hut has received only a luke- 
warm response from the tar- 
get's board. 

As foreshadowed last 
week, Petronas, through its 
subsidiary Petronas Interna- 
tional, is bidding R23 a share 
in cash for the 70 per cent of 
Engen it does not already 
own. valuing the group at 
R4.13bn f$638m). 

Engen directors (other 
than those from Petronas! 
have said the offer does not 
"reflect the fundamental 
value of Engen, including 
over the longer term” and 
that they are therefore 
unable to recommend it. 

Privately, they are con- 
cerned that Petronas is tak- 
ing advantage af tbe low oil 
price and the weakness of 
the Johannesburg stock mar- 
ket to buy Engen cheaply. 

However, they do not 
reject the bid as hostile. Nut- 


ing that the offer price is 58 
per cent higher than the 
share price on the day before 
tbe possibility of a bid was 
announced last week, the 
Engen directors say they 
have encouraged Petronas to 
make the offer and will tell 
shareholders to give it “seri- 
ous consideration". 

Petronas has received an 
undertaking from South 
Africa's Gensec Asset Man- 
agement, which controls 8 
per oent of Engen, to accept 
the bid unless there is a bet- 
ter offer. With the 30 per 
cent it already owns, this 
means Petronas has secured 
3S per cent of the shares. 

In a gesture to Energy 
Africa. Engen’s international 
exploration and production 
unit which is anxious about 
possible rationalisation as a 
result of a takeover, 
Petronas said it had "no cur- 
rent intention" of altering 
Energy Africa’s status as an 
Engen subsidiary. 

Petronas is being advised 
by Dresdner Klein wort Ben- 
son, and Engen by Warburg 
Dillon Read. 


KPN withdraws bid 
for Romanian operator 


B; Kevin Done, 

East Europe Correspondent 


KPN, • the Dutch 
telecommunications group, 
lias pulled out of the bidding 
for a strategic shareholding 
in Rom Telecom, the Roma- 
nian state-owned telephone 
operator. 

Tbe withdrawal is a seri- 
ous setback for the Roma- 
nian government’s efforts to 
restore momentum to its 
troubled privatisation pro- 
gramme. 

It also raises doubts over 
attempts by other govern- 
ments in the region to find 
foreign investors to develop 
their telecommunications 
networks. 

KPN made a Joint non- 
binding offer for a 35 per 
cent stake in Rom Telecom 
this year in a consortium 
with Telecom Italia. 

Final binding offers were 
due to be submitted by the 
end of October. 

KPN said that “after care- 
fully studying the market in 
Romania and the conditions 
of participation'* it had con- 


cluded that Rom Telecom 
did not fit in with its busi- 
nesses, in east Europe and 
that “the perceived project 
risks” did not meet the 
group’s investment criteria. 

KPN is a strategic investor 
alongside the Swiss PIT in 
SPT Telecom, the Czech 
operator, and has minority 
stakes in the long-distance 
operator in Ukraine and in 
mobile telephone operations 
in Ukraine and Hungary. 

The Dutch group said 
there had been delays and 
uncertainties In the bidding 
process in Romania, and 
that the tariff policy was not 
clear. 

"We have studied the mat- 
ter, comparing it with other 
countries, and the time for a 
return seemed to be too 
Jong;" the company said. 

KPN's withdrawal takes 
place days after Radu Vasile, 
Romanian prime minister, 
repeated a threat to dismiss 
Sorin Dimitriu. the privatisa- 
tion minister, because of tbe 
slow pace of reform. 

The sole of a strategic 
bolding in Rom Telecom has 


been expected to be one of 
the biggest privatisations to 
take place in central and 
east Europe this year. It is 
regarded as a crucial test of 
the Romanian government's 
resolve to accelerate the 
country's stalled reform pro- 
gramme. 

Despite the withdrawal by 
KPN, Its partner Telecom 
Italia said it still intended to 
bid, alone for the moment 7 
"but we will evaluate in the 
near future whether there 
are opportunities for other 
partners". 

The only rival bid is expec- 
ted from OTE, the Greek 
telecoms operator, which is 
seeking to form a bidding 
consortium with SBC Com- 
munications, the biggest US 
local telephone company. 

Both Deutsche Telekom 
and France Telecom, which 
had previously expressed 
interest in acquiring a stake 
in Rom Telecom, pulled out 
at an earlier stage of tbe bid- 
ding process. 

The Romanian govern- 
ment is being advised by 
Goldman Sachs. 
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HELLENIC 

PETROLEUM 


PRESS RELEASE 

reg ote rwd consolidated profits before ksc of drs. 147 bn 
todre. £0 bn in the same period of 1907 end dn. 1X7 bn for 


TbefidhtM 

during the hm haU of 1998 
the year 1997. 

All the compete? of the Gfoup iheired inyr o red eomings for tfie period c o uy nn ed to 1997. 

The parert compaw Hefenic fotiaieum &A. earned before lex dr*. 127 bn. EKO - EUM, the mc»Wing 
wbridtarjr, drs. SO on and ASPROfOS SA, engineering subsidiary, drs. 1.0 bn. 

Refinery sales reached 5.2 mil tons, an increase of 3.0% over 1997, while the sales of EKO - ELDA 
m the domestic irata me to 869 th. tons, up &4% from th* 1997 levels. 

The Group's ha8 year sates proceeds iitoched dn. 364 bn compared 10 drs. 361 bn in rite sente period 
1997. 

prate 


The im ptowem w t in earnings befara depreciation pwwisiows and financing costs was primarily die tesull 
of batter refinery utilization and i m p roved refinery margins. 

The Group's improved profitability was ochieved despite the negative impact ottewenMiy valuation 
of Ate lo» ail prices at the end of Junes, as nail as exchemgo fosaetnom the Drachma denotation 

The Group's mraamw it pogrom fr proceeding os plained wah commas signed hr die tonarverion of 
the polypropylene end BOPP-titm units tn K G re ec e and the prospective oeq utiifo n of the Mamidalus 
mar ke ting company. 

in view of the first half resul ts the presetf trends it is expe c ted thoff Hellenic Re frg le w n will meet 
Bs performance targets lor 199$. 

Tbe statutary accounts, restated to conform with tbe I nt e mMi orvai Accounting Standards. shmradfwlhe 
period January ■ June 1998 Wowing consolidated msuts : 

dr*, ba 

Operating Profit 17.1 

Income Before lax 1 1.4 

The difference between the Greek GAAP and IAS financial results is pr i marily onribmed to the 
accounting treatment af foreign exchange lasses. 

Complete IAS interim financial statements are available at the offices of the law firnc 

SHERMAN &STERUNG 
199 BBHOP5GME 
IONDONEC2M3TY 


COMPANY NOTICES 


Koala FSC, Ltd., 

a Bermuda Corporation, may bs 
available lo enter Into leasing 
transactions, as leaser, with ra- 
sped lo U.S. manufactured prop- 
erty to be used outside tha U.S. If 
interested, please contact the 
company at 

Koala FSC. Ltd. 

CtoCQDAN Services. Lid. 
Ctamndon House 
Church Street 
Hamsun. Bermuda 


PR International, Inc. 

a Guam Corporation, may be 
available to enter into leasing 
transactions, as lessor, with 
respect to U.S. manufactured 
property jo be used outside me 
U.S. U interested, please contact 

(he company at: 

PR International. Inc 
P.O. Box BF 
Agana, Guam 


Leblon Sales 
Corporation 

a U.S. Virgin tstindfi Corporation, 
may be available to enter into 
leastog tronaaettans, e* leaeer, 
wan rasped to US. manufactured 
property to be used outatae the 
U-B . H m tereated. please contact 
ma company he 

UBMgn Sales Corporator 
eJo CHco Sl Thomas, me. 

RO. Boot 8560 

SL Thames, UAVLOOMt 


Parc faces legal 
action from Iraq 


By Jonathan Port 


Parc Group, the Irish 
supplier of contract pilots to 
commercial wiriinas -which is 

floating on the London and 
Dublin Stock Exchanges 
next month, is . being sued 
for unquantlfled damages by 
tbe Iraqi government over a 
contract terminated during 
the Gulf war in 1991. 

Parc Healthcare, a subsid- 
iary which provided medical 
staff, withdrew from a con- 
tract with the Iraqi health 
ministry to manage and staff 
a hospital in Baghdad, claim- 
ing /ora mojeure. 

Because of international 
sanctions against Iraq, it 
was subsequently unable to 
complete the contract, and 
Parc has since pulled out of 
the healthcare sector. 

In its pathfinder prospec- 
tus, Parc said the ministry 
had started proceedings in 
an Iraqi court for recovery of 
unspecified losses it incurred 
after the contract was termi- 
nated. 

The group is counter- 


but unpaid, invoices relating 
to the contract ' 

Parc said the ministry’s 


claims were without founda- 
tion, and that any judgment 
in its favour In the - Iraqi 
courts- would “probably be 
unenforceable in the UK or 
Ireland". 

The group, which employs 
430 pilots whom it places 
'with airlines worldwide, 
forecast that profits in the 
six months to September 30 
would be not less than 
I£2Rm {& 2 mX In the year to 
March. Parc made pre-tax 
profits of l£2j8m. 

In addition to contract 
pilots, it also supplies techni- 
cal staff to engineering com- 
panies in the UK and 
Ireland. In . April, Parc 
acquired Cousins, a UK pro- 
vider of staff to the informa- 
tion technology sector. 

Pare was a subsidiary of 
Act Liogus, the Irish carrier, 
until 1995, when it was 
bought by its management 
team in a deal valuing, it at 
l£l3J3m. It is expected 
to be valued at about 2£40m 
when it comes to the market 
vis an Institutional plac- 
ing. 

The flotation is -being 
h andled by Credit Lyonnais 
Securities in London and 
NCB Stockbrokers in Dublin. 





faVHi(1 »eaaae* M*Vel a 



UK interest rates 


' Dec’BS untaKt 
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The turmoil in the global 
economy does, of course, 
have a silver Uningr the. pros- 
pect of -lower UK interest 
rates. S’ the world is indeed 
flirting with deflation, the 
textbook policy response 
would be to cut.' the cost. Of. 
borrowing to head off a reces- 
sion. Financial markets are, 
indeed, already pricing in 
several, interest - rate cute. 

Short sterling contracts 
Imply a. redaction from Th 
per cent now to 7 per cent at 
the end of the year and. 6% 
per cent next June. Barely a 
mouth ago, the market was 
pricing in one more quarter- - . 

point rise by the year-end. A similar story is told by govern- ' 
meat bonds: 10 -year gilt yields have fallen half a percentage 
point to 5.3 per cent in the last month. 

But, before borrowers start cheering, two caveats are in ... 
order, first, tbe interest rate cuts are not in the bag. The 
Ran if of England's Monetary Policy Committee has hitherto 
been more worried about hitting Its 2 Vi per cent inflation ; 
target than nipping deflation in the bud. It might be thought r 
that cutting Interest rates would, involve swallowing bumble 
pie and might therefore not happen quickly. But in feet, the 
international environment could provide the committee with ’ 
the perfect excuse to reverse policy when the domestic f 
economy is not looking quite as heated as it did a few .. 
months ago. - 

Second, even if official interest rates do come down, not 
all borrowers will benefit fully. One consequence of the .. 
broader flnanctal turmoil is that the appetite for risk h as 
decline d across the board. All but the bluest-chlp borrowers 
could therefore have to pay. bigger spreads, albeit on tower ? 
base rates. Moreover, it is not even as if the prospect of , 
lower UK rates can be expected to provide relief for hard- “ 
pressed exporters through a weaker pound. Given the global . 
nature of the current crisis, interest rates could start falling - 
everywhere. So sterling may remain strong. . 
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NEWS DIGEST 


OIL REFINING 


Australian arms of Mobil 
and Shell in joint venture 

The Australian arms of Mobil Oil of the US and Royal 
Dutch/Shell, the AngkHXrtch oil group, have decided to 
combine their crude oil refining operations in the country fn 
a 50-50 joint venturewtth total assets worth more than 
A$2bn (Sl.lbn). The deal would operate as a stand-alone 
unit with Its . own chief executive and management team, 
and would be expected to produce cost savings of more 
than $100m, the groups sakt‘ 

; The agreement highlighted growing concern among 
leading Australian ofl refiners about competition from 
cheap Asian Imports and excess capacity in the domestic 
industry. 

The two groups said the joint venture would allow them 
to compete more effectively by lowering costs and improv- 
ing efficiencies. “This is the sort of structural change that . 
is necessary if we are to compete in a tough international 
market, and is critical to ensure the long term survival of 
the Australian refining industry,” said PC Tan, chairman of 
Motel Oil Australia, and Peter Duncan, executive director 
of oil products for Shell Australia, In a joint statement 

The MobB-Shell joint venture would combine Mobil's 
Altona and Adelaide refineries with Shell's Geelong and 
Clyde operations, for a total refining capacity of about 
450,000 barrels of oil a day. However, the two groups 
would maintain separate marketing businesses, including 
distribution terminals and service station networks. 

Gwen Robinson, Sydney 

INDONESIA 
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Indocement triples asset values * 

Indocement, part of the troubled Salim group of Indonesia, 
said Rrst-hatf net profits dropped sharply to Rp3.32bn ~ 
($300,000) from Rp262.6bri, but the company would have . 
reported huge losses but for a tripling of asset valuations. 

The first-half figure was a surprising reversal from the 
Hpl.lbrr first-quarter loss, which Indocement had blamed 
on forex losses on Its $1bn foreign debt The company 
gave no explanation but the balance sheet showed it tri- 
pled total assets to Rp15,772bn, mainly by boosting the 
reported value of property, plants and equipment amid a r, 
slump in local property rates. 

Sudwflcatmono, the company president, said Indocement »• 
was “considering a strategic, alliance with an international ' 
cement company” arid sales of non-core assets, 

Sander Thoenes, Jakarta 


INSURANCE 


pj^'th slows 
W«ian oil 


Pohjola taps rising demand 

Pphjola, the Finnish Insurer, saw firat-hatf profits more than 
double following a sharp Increase fn investment Income 
and rising demand for unit-finked insurance. The insurance 
group - which has been touted as a possible takeover tar- 
get in the rapidly consofidating Nordic financial services 
industry - reported a rise in operating profits from FM665m 
to FM1-32bn (S244m) in the six months to June 30. 

Officiate declined to comment on the likely impact of 
such consolidation on Pphjola. But they made clear that 
the group would continue to seek affiances to the region to 
extend its product distribution. In the first half, when 
Pohjola’s gross premiums rose from FM2.2bn to 
FM3.36bn, its joint venture with AIG of the US - Seesam - 
launched operations in Lithuania “thus completing the 
joint company network in the Baltic Rim". 

Pbhjola’s profits were helped by higher premiums for 
non-fife insurance, which rose 11 per cent to FM2.45bn. 
“Growth in life assurance is also expected to continue," , 
said liro Vunanen, chief executive. “The shitting of focus 
from traditional life assurance to unit-finked insurance 
should strengthen." In the first half, moreover, net invest- 
ment income rose from FM839bn to FMl.Tbn. Earnings 
per share showed an advance from FM7.89 to FM15.65. 
Tim Burt, Stockholm 
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Straits Times index launched 

Janfine Matheson Holdings and Hongkong Land Holdings, 
which defeted from the Hong tong stock exchange In 
1 994 and 1995 respectively, are to become constituents of 
the new Straits Times Index, launched today. Jartiine 
Matheson, the Hong Kong-based conglomerate, has 
sought to emphasise its Singapore fisting since decamping 
worn ms territory. The Jartiine group’s Singapore affiliate. 
Cycle & Carriage, will also become a constituent stock of 
tee new Straits Times index. 

The new benchmark replaces tha 30 year-old Straits 
Times Industrial Index, and is a broader value-weighted 
Index. Loutee Lucas, Hong Kong / 
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BAYERISCHE HYPO-UND VEREiNSBANK 


COMPANIES & FINANCE 


may beat its 
costs target 


nk Swisscom aims to lead fight-back 

Telecoms IPO may be a safe haven in a time of market uncertainty, says .William Hall 


Ftefter in Frankfurt 

Bayerische Hypo-und 
' Vereinsbank. Germany’s 
Dawly-merged bank, aims to 
**ieve Its cost-cutting goals 
®arlier than promised by 
closing surplus branches, 
trimming staff and merging 

back-office operations. 

The bank, which legally 
comes into being tomorrow 
with its formation backdated 

- to January, also plans to 
' - expand into western and 

eastern Europe and into 
"■ asset management, Albrecht 
Schmidt, chairman, said. 
With total assets of DM860bn 
. . ($484hn), it is Germany's sec- 
' ond-largest bank and 
Europe's biggest mortgage 
: lender. 

The new bank will finance 
. acquisitions through its own 
shares or by drawing on its 
DM22tm of hidden reserves, 
the unrealised capital gains 
from Its shareholdings in 
other companies. 

HypoVereinsbank has set 
itself a DMlbn cost savings 
target in five years. But the 
ji. bank, created from tbe 
9. merger of Bayerische 
Vereinsbank and Bayerische 
. Hypotheken-und Wechsel- 
bank, hopes to reach this fig- 
ure In four years. 

It has also told investors it 
is looking for a 15 per cent 
• return on equity in 2003 - 
against last year's combined 
9.4 per cent for the two 
banks - and a cost/ income 
ratio of 50 per cent compared 
with 58 per cent in 1997. 

“The markets think we 
could do this sooner," Mr 
Schmidt said. “I have prom- 
ised the markets only this: 
that we will achieve what we 
have stated. But within the 
group, the hope is that we 
can get there quicker. 1 ' 

- Analysts believe the bank 
should easily be able to 
exceed its targets. Stuart 
Graham. European h anking 
analyst at J. P. Morgan, said 
cost savings of DMi.2bn 
should be achieved in four 
years, leading to a cost/in- 
come ratio of 43 per cent by 
2003. He also expects the 15 
per cent return on equity to 
be met by 2fld2, with further 
improvements after that 

Mr Schmidt said the 
planned cost savings 
amounted to around 15 per 
cent of the total cost base, in 
line with tbe level in other 
international bank mergers. 
“Internally, though, we are a 
bit more ambitious." 



Albrecht Schmidt: chairman 
hopes to meet aims eariy 

He declined to say how 
many jobs would be elimi- 
nated through closure of 
overlapping branches and 
concentration of back-office 
services. Analysts have esti- 
mated around 5,000 jobs 
would be lost out of current 
group employment of some 
40,000. 

Mr Schmidt said HypoVer- 
einsbank would expand 
beyond its regional base of 
Bavaria in southern Ger- 
many by adding branches in 
the Industrialised north Ger- 
man state of North Rhine- 
WestpbaUa. It would expand 
elsewhere in Europe and 
build up its asset manage- 
ment business, possibly 
through acquisition. 

It intended to close 207 
surplus branches in the next 
few years. The bank previ- 
ously said It had 250 overlap- 
ping branches out of a total 
of 1,330. but Mr Schmidt said 
distances between sites in 
some towns and cities were 
too great for some to be 
closed. 

He said the net effect of 
domestic job losses and 
growth elsewhere would 
depend on the extent of 
HypoVereinsbank 1 s expan- 
sion. ■'We’ve never made a 
secret of the fact that some 
jobs will have to go." 

• Nomura Securities, 
Japan's largest investment 
house, has made Max Chap- 
man. the bank's most senior 
foreign executive, non-execu- 
tive chairman of Nomura 
Asia, holding company for 
activities in the region out- 
side Japan, writes Clay Har- 
ris. He holds the same posi- 
tion in Europe and North 
America. 


Market 
movers 

I s Swisscom a boring, 
bureaucratic utility based 
in Berne? Or will Switzer- 
land's state-owned telephone 
company be one of the most 
exciting telecoms new issues 
to hit the international mar- 
kets since the wave of tele- 
coms privatisations got 
under way? 

The answer is probably 
neither but as the pre- 
marketing campaign begins 
for what is likely to be 
Europe’s biggest initial pub- 
lic offering of 1998. there is a 
chance that Swisscom’s plus 
points will receive more 
attention than its weak 
points. 

Swisscom starts from a 
very attractive environment. 
Switzerland is the richest 
country in the world, has 
one of the highest densities 
of phone usage and is sev- 
enth biggest in international 
telecoms traffic. 

The company’s network 
wins top marks for quality 
and it has a better domestic 
customer image than many 
of its European rivals. It has 
a East-growing mobile phone 
business, which is probably 


earning half its profits. And, 
if that were not enough: it is 
being sold as a recovery 
stock. 

Between 1995 and 1997 
Swisscom’s revenues grew 
less than 2 per cent a year 
while expenses grew nearly 
9 per cent annually. 

However, a new. highly 
incentivlsed management 
team, headed by Tony Reis. 
56, an ex-IBM manager, has 
been hired. It has begun to 
slash costs, boost revenues 

and take a more disciplined 
approach to international 
expansion, which had been 
ringing up heavy losses 

The medicine seems to be 
working. In tbe first six 
months of 1998 Swisscom’s 
revenues rose 5.1 per emit, to 
SFr5.1bn ($34bn), and oper- 
ating expenses, after adjust- 
ing for special charges, feD 
nearly 7 per cent. 

Swisscom is no longer 
intent on conquering the 
world and is now concentrat- 
ing on “home market exten- 
sion” into neighbouring 
countries, to quadruple its 
potential home market to 
more than 30m people. 

In terms of efficiency, 
Swisscom has plenty of 
catching up to do. It has 200 
lines per employee, while 
KPN. the mast comparable 
European company, has 
nearly 300. . 


If Swisscom can raise the 
margins on its fixed-line 
business from 33 per cent to 
closer to its peer group aver- 
age of 46 per cent, analysts 
say Its earnings could grow 
by close to 15 per cent per 
annum over the next three 
years, nearly 50 per cent 
above the sector average. 

However, Switzerland's 
telecoms industry was not 
fully deregulated until this 
year and the new competi- 
tion bas not really begun to 
bite. In addition, Swisscom’s 
top management team is 
new and while Jens Alder, 
41. head of network services, 
had a reputation for cutting 
costs when he was at 
Alcatel, Swisscom’s manag- 
ers are largely untested. 

I ts ability to expand its 
mobile business will be a 
particularly important test 
of Swisscom’s increased 
competitiveness. Analysts 
expect mobile revenues to 
grow 9 per cent a year over 
the next four years despite a 
drop in market share, from 
100 per cent to 70 per cent. 

Nevertheless, the near 10 
per cent fall in Deutsche 
Telekom’s mobile profits in 
tbe first half of 1998 is a 
reminder that competition \a 
the sector is accelerating. 

However, Investors have 
done well out of recent tele- 


coms privatisations. Dent- • 
sche Telekom was brought ; 
to market in November 1996- 
at DM2850 a share and. even . 
after tbe recent sell-off is 
still trading two-thirds above 
that. Prance Telecom's 
shares, floated at FFr187 in 
October 1997, have more’, 
than doubled. 

Swisscom's debut has been 
helped by the substantial re- 
rating of telecoms shares 
this year, and the. current 
stock market jitters, only- 
serve to -enhance the defen- 
sive qualities of relatively 

high-yielding telecom stocks. 

- -The Swiss company's, 
added attractions are 'its 
promise of recovery-led. 
above average earnings 
growth for the next three to 
four years and its location in 
a low tax and low interest 
rate environment. 

Analysts value telecoms 
companies on a ratio of 
enterprise value (market 
capitalisation plus net debt 
and minorities) divided by 
earnings before interest tax 
• and depredation. 

Based on a peer group 
ratio of 64 to 74. Swisscom 
is valued at some SFr30bn 
and the sale of the govern- 
ment’s 494 per cent stake 
would raise SFrlSbn. 

If Swisscom was to . be 
floated at SFr400 a share, the 
low end of the Indicated 
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range. It would be valued at 
around- 15 times 1999 earn- 
ings, compared with a Swiss 
market average, of 19 times. 

It bas said it wS) pay a 
SFrSOCm dividend this year, 
to give a yield of about 24 
per cent This is comparable 
with the Swiss government 
bond yield and a percentage 
point Hi gher than the pro- 
spective 1999 yield of 14 per 
emit for Swiss equities. 


It is, theivhard to see how 
the Swisscom IPO could flop. 
However, the danger is that 
- investors’ short-term enthu- 
siasm may. become divorced 
from Swisscom’s less certain 
long-term future. Plenty of 
telecoms operators have 
proved they can cut wets by 
20 per cent. Crafting 
long-term growth for a medi- 
um-sized European telecoms 
operator is more difficult. 


EMERGING MARKETS LENDING RATES_UP_T0 72% HAVE DAMAGED INVESTOR _C0NFIDENCEJN COMPAN IES ALREADY HIT BY PANIC 

Venezuela loses its grip on fundamentals 


By Raymond Cofltl in Caracas 

Early last week it appeared 
that Venezuela's stock mar- 
ket bad recovered Its floor 
after the dramatic free-fall 
triggered by devaluation 
fears in the wake or the Rus- 
sian financial crisis. 

However, it was pounded 
again later in the week by 
the shock waves of a spread- 
ing emerging markets crisis 
and ongoing uncertainty 
over the stability of the 
country's currency and polit- 
ical situation. The Caracas 
IBC index closed on Friday 
at 2401. some 73 per cent 
from its 12-month high of 
10417. 

Venezuela has fallen 
under tbe spotlight of ner- 
vous global investors in the 
wake of Russia's devalua- 
tion. Some investors liqui- 
dated assets to offset losses 
in Russia,- while speculators 
bet on a devaluation of the 
Venezuelan bolivar. 

The country was a prime 
candidate for rumours to fly, 
as the currency was consid- 
ered overvalued by between 


30 and 40 per cent, while 
uncertainty prevailed over 
the outcome of December’s 
presidential election. 

The government has been 
unable to convince investors 
it is able finance a budget 
deficit resulting from a drop 
in ofl revenues of some $5bn. 

However, Venezuela’s fun- 
damentals may he stronger 
than Russia's and compari- 
sons unfounded, says Joyce 
Chang, emerging market 
debt strategist at Merrill 
Lynch in New York. She 
says “the market has not 
been driven by fundamentals 
lately”. 

Indeed, even though Vene- 
zuela boasts international 
reserves to cover 11 months 
of imports ($13.8bn) and a 
current account surplus, 
albeit shrinking, there is 
concern that this may be 
insufficient to stem the boli- 
var’s decline. 

“There is really no time 
for convincing measures 
before the end of the year." 
says Jose Felix Luzdn, head 
of Westfalia Capital markets, 
a Caracas brokerage. 
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The m arke t 's“ Vuln eTabili ty 
is heightened by its dimin- 
ished liquidity. Market capi- 
talisation has fallen from 
$l4bn last year to just above 
|6bn and' tbe average ‘dally 
volume Hag plummeted from 
S21m a year ago to $2m. 

“Tbe volume has become 
laughable,” says Alex Dal- 
mady, head of InvestAna- 
lysts brokerage. 

One of the reasons behind 
devaluation fears is the gap- 
ing budget deficit, which the 


Growth slows in 
* Norwegian oil fund 


By Valeria skoM In Oslo 


Turbulence in international 
capital markets has slowed 
growth in Norway's massive 
government petroleum fund, 
tbe investment vehicle for 
the country's oil revenue 
surplus, according to the lat- 
est quarterly figures from 
the central bank. 

The market value of the 
fund grew 2.8 per cent in tbe 
second quarter this year, 
to NKri35.8bn (SITbn) after 
the Treasury transferred 
NKrll4bn into the fund on 
jane 3a Most of the quar- 
ter’s NKr3.4bn increase in 
market value was attributed 
to a depreciation of the Nor- 
wegian krone against tbe 
fond's currency basket. 

However, its return on 
investment slid to 2.1 per 
cent in tbe second quarter 
from 3.7 per cent in the first 
three months, largely 
because of a weaker return 
on equity investments. 

The fund bos only started 
investing in international 
equities tins year, after eight 


years of existence. The 
return from equity invest- 
ments has dropped to 2.1 per 
cent in the latest quarter 
from 12.3 per cent in tbe 
first. About 40 per cent of 
tbe fund is in equities. 

The bank blamed rela- 
tively weak 3.5 per cent 
growth in European stock 
markets, where it holds 30 
per cent of its equity portfo- 
lio. and 3.4 per cent growth 
in the US market and a 14 
per cent drop in Japan. 

The return on bonds, 
which makes up the remain- 
ing 60 per cent of the fund's 
holdings, fell to 145 per cent 
from 241 per cent in the first 
quarter. 

"There may be some 
[investment] changes from 
quarter to quarter, but the 
strategy is the long term," 
said Knut Kjaer. director of 
investment management at 
the central bank. “We have 
invested in 31 industrialised 
countries and have not 
exposed ourselves to any 
emerging markets such as 
Russia.” 


Banks take control of 
Skoda Plzen board 
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By Robert Anderson hi Prague 

The main creditors of Skoda 
Plzen, the Czech Republic's 
biggest engineering com- 
pany, have taken control of 
the troubled company's 
board but left in place 
Lubomir Soudek. its contro- 
versial chief executive. 

A meeting or shareholders 
imposed an executive board 
consisting of two representa- 
tives of Komercni Banka and 
two from Invest! cni a Pos- 
tovni Banka - which each 
own around 10 per cent - 
alongside Mr Soudek. 

The two big Czech banks 
had installed Mr Soudek in 
1992 to resale the company 
and help him buy his now 
25.5 per cent shareholding. 

The banks' move follows 
the .belated release of 
Skoda's fourth consecutive 
loss. 

Last year the company 
incurred a Kc34bn (SI 16m t 
loss after heavy provision- 
ing, on stagnant sales of 
KE23.4bn.’ Skoda shares have 
fallen since the start of this 
year from more than KC600 
to KC261. 

There had been specula- 
tion before last week’s share- 


holders meeting that Mr 
Soudek. the country’s most 
famous industrialist, would 
be removed. 

Mr Soudek even took 
advertisements in newspa- 
pers defending his record 
and attacking the previous 
government’s lack of support 
for industry and the high 
interest rates charged by 
banks. 

He bas also attacked the 
government and Komercni 
for allegedly reneging on 
agreements to capitalise the 
bank's Kc2.8bn loan to 
Tatra, Skoda's heavy truck 
making subsidiary. 

Skoda, which was founded 
in 1859 and separated from 
the carmaker after tbe war. 
labours under a debt burden 
of around K£12bn and bas 
bad difficulty finding work- 
ing capital. 

Its falling share price 
forced' the postponement of a 
K£2.5bn equity issue earlier 
this year which was 
designed to reduce its debts. 

Mr Soudek, who tried to 
increase sales through acqui- 
sitions to solve the compa- 
ny's problems, this spring 
finally announced a pro- 
gramme of disposals among 


its more than 50 subsidiaries 
- which together employ 
around 22,000 workers - and 
a series of cost cuts. 

He bas said these steps 
should help the company 
realise a profit of around 
KclOOrn this year. He has 
already sold Skoda’s canning 
venture, which cost KfiSOOm, 
for a reported K£6O0m to 
Schmalbach Lubeca of Ger- 
many after it failed to find 
customers. 

Mr Soudek bas also put 
the company's energy plant 
up for sale and signed a let- 
ter of intent to sell its 434 
per cent stake in Tatra to 
SBC International, a US dis- 
tributor. for around its pur- 
chase price of K£450m. 

However, this sale Is on 
bold while Mr Soudek waits 
to see what help the new 
Social Democrat government 
may offer. 

Miroslav Gregr. the indus- 
try minister, bas indicated 
that key enterprises such as 
Skoda, on which many other 
Czech companies rely, 
should be helped by receiv- 
ing further loans from the 
state-run Konsolld&cni* 
Banka or guarantees for 
loans. 


CROSS BORDER M&A DEALS 


BIDDER/BWESTOR 

Mash & McLennan (US) 

Framatome Connectors 
[Franco) 

Hannover Re (Germany) 
SC-Global Realty (US) 
StsflMark (Usj 
Peristo n ! (UK) 

Mayflower Corp (UK) 
London Bridge Software 

t»»Q 

Liberfabriea (UK) 

Socfate Generate 
(France) 


Sedgwick (UK) 

Berg Bec&orties (US) 

Clarendon Irtsumce 9JS1 
London & Henley (UK) 
Robert Walters (UK) 
Aladdin TwnpRite (US) 
Merotrans Carp (US) 

Unit of CtieckFree (US) 

Komnkllfce Wohrmann 
(NTands) 

Unit ot NatWest |UK) 


Insurance 52bn 

Electronics Sl-SSbn 

Insurance S5QQm 

Property £250m 

Business srves St 58m 

Catering equpmt 568m 

Heavy vehicles $28.4m 

Computer srves $21. 1m 


COMMBiT 

Consolidation 
Agreed bid 

Cash deal 
Rental ‘devaipmnt 
SM buys agaai 
Boft-on buy 
Initial 40% stake 
Deferred etement 


PiAfishing $164m Complementary 
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"government says is 44"per 

- cent of GDP but analysts 
believe is considerably 
larger. The finance ministry 

- admits that adverse market 
conditions are hampering its 
plans to raise as much as 
$1.4bn on international capi- 
tal markets but insists it can 
raise funds domestically. 

In a best case scenario, the 
government will muddle 
through until tbe December 
elections by scrapfng 
together what funds it can - 

Telecoms 

operator 

beats 

forecasts 

By tfflary Barnes in Copenhagen 

TeleDanmark, In which 
Ameritech of the US has a 41 
per cent controlling stake, 
lifted first-halT pre-tax profits 
from DKrl.84bn . to 
DKr3.06bn ($450m) and net 
profits from DKri.OSbn to 
DKrl46bn. 

The result, which sent . 
earnings per share from 
DEr8 to DKrlS. was well 
above analysts’ expectations. 
The group’s share price rose , 
DKr25 to DKr695 In a falling 
market on Friday. 

The figures were flattered 
by a substantial charge last j 
year to cover redundancy 
payments at Belgacom, in 
which the Danish company , 
has a 16 per cent stake, and 
by income from a disposal 
this year. When these items 
are excluded, TeleDanmark ! 
said net profits increased 11 I 
per cent 1 

Grotto turnover rose from ' 

DKri3.6Sbn to DKrl 7.56b n. 

Hans Munk NeUsen, chief 
executive, said the company 
had enjoyed an exceptionally j 
good year. He was pleased j 
that domestic turnover 
increased by 34 per cent in ' 
spite of tough competition 
and loss of market share. 

He said turnover from 
international traffic had 
declined, but this was offset - 
by increasing sales of inter- 
net subscriptions, cellular 
phone traffic and fixed line 
business subscriptions. How- j 
ever, he warned that compe- 1 
tition would become j 
tougher. 

Legislation passed' 
recently will introduce num- 
ber portability for phone 
subscribers in 1999 and give 
TeleDanmark's competitors 
access to tbe coaxial cables 
into consumers' homes, end- 
ing its monopoly on fixed- 
line traffic. • • 


possibly issuing dollar- 
denominated bonds on the 
domestic market and selling 
state assets. 

However, there is the teal 
possibility that Hugo 
Chavez, the former military 
potto leader, could win the 
election. He is far ahead in 
the polls and his populist 
rhetoric, including threats of 
a moratorium on debt pay- 
ments and a revision ctf pri- 
vatisation contracts, has 
tainted Investor confidence 
and depressed tbe market 

Even before devaluation 
fears gathered force, Vene- 
zuela's 27 -year global bond 
rbegan Its descent from this 
year’s high of 92 per cent to 
a mere 32 per cent last 
Thursday. - 

Only the brave-hearted are 
maintaining their positions 
in bolivars. In. spite of gov- 
ernment intervention. In the 
week ending August 23. the 
central bank sold an esti- 
mated SSOOm in defence of 
fhe currency. Last week it 
sold somewhat less. 

International reserves 
dropped to )134bn last week. 


down from $174bn at tbe 
end of 1997. According to one 
estimate, $5bn could leave 
the country if investors were 
to convert all of the central 
bank's monetary stabilisa- 
tion bonds maturing in the 
coming weeks into dollar- 
denominated instruments. 

The only way to prevent 
such capital flight is by rais- 
ing interest rates. Commer- 
cial lending rates have 
jumped from 2&30 per cent 
late last year to as high as 72 
per cent and could rise far- 
ther. 

The question is whether 
the government can boar the 
-economic and political cost 
of defending the bolivar. 
Already. . companies despair 
over the recessionary impact 
of interest rates. Economic 
growth forecasts for this 
year have plummeted from a 
rosy 54 per cent in January 
to currently zero or slightly 
negative GDP growth. 

"It’s a situation of panic,” 
says Luis Henrique Ball, the 
heart of the industry cham- 
ber Conindustria. "It’s 
strangling the economy/’ 


f | ABIM AMRO FUNDS 

* ‘ SociM6 dlnvBsrisSBmer.t 6 Capfui Variable. 

Registered Office: L-21B0 Luxambowg-Xirtrtjerg 
■ 4. rue Jean Monnet 
R. C. LiowT'txx»g B 47 072 

NOTICE TO THE SHAREHOLDERS 

As the fust Extraordinary General Meeting of Shareholders of 
ABN AMRO FUNDS (die "SICAV") held in Luxembourg, on 
August L2, 1998 aL840 ajn. did not comply with ibe required 
quorum, this meeting u adjourned until September 9. 1998 al 
10.00 0 -hl, at tbe registered office of the SICAV. in order to vote 
on the following agenda: 

1. To waiwe the subscription charge: 

2. -To change the maxmnnn of die soles chary from 5% to 545%: 
3. To adjnM the management fees to matte* condirioniiss follows: 

- for Ibe Emergbg Markets Equity Funds, namely: Global 
Emerging Markets Equity Fund; Latin America Equity Fund: 
Asian Tigers Equity Fund: Eastern Europe Equity Fund; 
ChimxEquMy Fund: Brazil Equity Fund to 1.40% per annum: 
- for ibe Equity Funds, namely.- Global Equity Fund: t^fobal 
information Society Equity Fund: dobal Life Society Equity 
Fond: Global Resources Society Equity Fund: North 
America Equity Fund; Europe Equity Fund: Euro Equity 
Fond: Japan Equity Fund; Germany Equity Fund. 
Switzerland Equity Fund: Nctbcrtandb Equity Fund; Italy 
Equity Fund 1C 1 .10% per annum: 

- for lie Emerging Markets Bond Funds, namely: Global 
Emerging Marietta Bond Fund: Latin America Bond Fund: 
Asia Bond Fund to 1. 00% per annum; 

: - for the Bond Funds, namely: US Bond Fund; Germany 
Bond Fund; Netherlands Bond Fund. Europe -Bond Fund: 
Cfobal Bond Fund; Spain Bond Fund: Euro Bond Fund: 
Italy Bond Fund to 0.60% per annuo. 

A comparison of ibe current and proposed management fees for 
nil Funds is available at the regutAed office of the SICAV or the 
office of the local Representative upon request or dispatched, 
according to the local laws and regulation*. 

4. To approve the dale when 'the above changes will become 
effective as follows: 

- September 15. or 

- such later date w may be necessary tn comply with focal 
- authorities reqaimre-nls. 

The Bhareholdere are advised that no quorum for this adjonnicd 
Extraordinary General Meeting b required and that resolutions 
will be passed by the affirmative vote of the majority of the stores 
present or represented at the meeting. 

In order to participate at the meeting of September 9, 1998. the 
owners or bearer shares shall deposit their shares at the Litwt’by 
September 3. 1998-wiih the local Representative of the SICAV 
or the Registrar of tbe SICAV in Luxembourg (ABN AMRO Bank 
( Luxembourg} SJL .4. rue Jean Monnet. L-2180 Luxcmboure- 
KircHberg). 

For the shareholders who cannot attend the meeting, proxy form*, 
will be avniJable'nt the office of the local Representative of the 
SICAV or at the registered office of the SICAV upon request or 
dispatched, according to the local laws and regulations: 

The proxy will be valid only if the proxy form, duly completed, 
.together with the evidence of the ownership of the sham,- are 
received at the office or the SICAV at the latest bv September 3. 
1998. ' 

The shareholder* art authorized to redeem their sham free of 
char-e. for a period of thirty daye starting on July 27, 1 998. 

■ -Luxembourg, on August 12, I99g 

- Tire Board of Dirmom 
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By Richard Waters 


By Philip Coggan 


With the yield on 30-year 
Treasures falling to around 
5.34 per cent, well below the 
Fed Funds rate, the flight to 
quality in the financial 
markets was still in full 
swing at the end of last 
week. The fear that 
prompted the stampede into 
Lhe US bond market may 
have some time to run yet: 
however, the fundamental 
strength of the domestic 
economy offers little support 
for such low bond yields - a 
point likely to be reinforced 
by economic data this week. 

The picture of an economy 
gathering speed again after 
taking a summer breather is 
likely to develop. On 
Tuesday, economists expect 
the monthly National 
Association of Purchasing 
Managers index to show a 
rebound to just aver SO. after 
four months of decline. 

The recovery In 
manufacturing is also likely 
to show in the latest factory 
orders, due on Wednesday, 
after a slump in May and 
partial rebound in June, 
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The employment report for 
August due on Friday, is 
likely to add to this picture. 
Non-farm payrolls jumped 
during the month as the 
General Motors strike came 
to an end: estimates on Wall 
Street range anywhere from 
350.000 to 450,000, compared 
with the strike-hit 68,000 of 
July. 


When the London stock 
market opens again 
tomorrow, traders will be 
hoping that September 
proves entirely different 
from August, daring which 
the FTSE 100 index fell 10 
percent. 

It is passible that senior 
fund managers will return 
refreshed from their 
holidays and decide that 
share prices look cheap. But 
events in Asia, Russia and 
Latin America are likely to 
set the tone and in the US. 
the non-farm payroll 
numbers on Friday are often 
market-movers. 

The UK market has been 
unable to escape the effect of 
international turmoil daring 
the summer, although what 
has been bad newts for 
shares has been good news 
for gilts. The 10 year gilt 
yield was down to 5.33 per 
cent on Friday. 

Should investors have the 
breathing space to consider 
domestic issues, they will 
look at the purchasing 
managers’ index tomorrow 
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for signs of any recovery in 
manufacturing sentiment 
Consumer credit numbers 
are expected to have been 
robust in July, with net 
lending at £l.2bn. 

On the results front, there 
will be interim figures from 
Enterprise OH, with profits 
expected to be hit by the 
weak oil price. 


Investors quailed at the 
impact of the Russian crisis 
on German share prices, 
with the Dax blue chip index 
plummeting below 5,000 
points on Friday. Nerves will 
remain beat this week as 
they await the outcome of 
events In Moscow. - 

Combined with the 
prolonged effect of financial 
misery in Asia and other 
problem, regions, the picture 
of political and economic 
desperation emerging from 
Moscow Is proving too much 
for German equities. 

Because of Germany's 
relative proximity to Russia 
a nd the Prewiring links 
between the two countries, 
German shares have taken 
more of a pounding than 
those elsewhere in Europe. 
Although banks say their 
unsecured risks are small in 
relation to total business, 
the market is taking the 
pessimistic view. Some 
analysts foresee a further 
drop in the Dax. perhaps to 
around 4£00, with a 
recovery later this year 
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towards 6.000, a level already 


As equities have suffered, 
bond holders have 
prospered. Germany's 
10-year bond yield is at a 
record low” of 4L15 per cent 
Landesbank Bhefnland-Pfalz 
expects bonds to remain in 
favour, even if the Russian 
clo uds do lift slightly. 


'The collapse in world stock 

markets and concern about 
the health of Japan’s ailing 
banka pushed equity and 
bond markets in Tokyo to- 
record lows last week. There 
-are few hopeful signs that 
the markets will improve 
this week, amid continued 
political wrangling over a 
financial sector reform bflL 

The Nikkei 225 Average 
plunged to a 12-year low last 
week, dosing down 4®L16 
points, or 3.46 per cent, at 
13315.63 on Friday and 
breaking the important 
14,000 point barrier. 

The collapse in equity 
values Is fuelling concern 
about valuation losses at - ■ 
hanks and insurance 
companies in particular, at a 
j time when the financial 
sector is already facing a 
serious credit crunch. 

Investors are also worried 
I that squabbles between the 
landing Liberal Democratic 
party and opposition parties 
will delay a response to the 
crisis in the banking sector, 
analysts said. 
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Concerns about financial 
instability also hit the bond 
market last week, pulling 
the yield on the 10-year 
government bond contract to 
a historic low of 1.06 per cent 
on Friday. Yields are likely 
to continue their downward 
slide without a convincing 
government response to ' 
banks’ bad loan problems. -J 
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BANK RANK IN THE 

m To be published in the July 
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Tw Bum's July issue, which feolures 
lhe Top 1000 WoHd Banks feting is soon la 
be pafafehed. Now m it's 29lh ufition B is 
umvenally regarded as the industry's definitive 
benchmark. 


The Top 1000 rankings ore the only ones 
based on Tin Basle Onfe^wn of Tier One One 
Capitol, revealing fee true standing of every 
major bank worldwide from topftol strength, to 
ptafifabdtfy, to retom an assets. 


1 Scmpvloosty researched 
i ftflorously analysed 
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SUBSCRIBE TO The Bum TODAY 
AND RECEIVE A COMPtMENTARY 
COPY OF THE TOP] 000 WOR1D 
BANKS (RRP £11*95) PUIS YOUR 
FIRST TWO ISSUES FREE. 


Quite simply - The Bmocb's 

Top 1000 World Banks Rsfing gives the 

complete picture on global 
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Business Locations 


in Europe 



Monday November 2 

For further information piease contact: 
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Felicia Kay in London 
Tel: +44 171 S73 4199 
Fax: +44 171 S73 4817 / 3204 
email: felicia, kay@FT.com 
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FINANCIAL TIMES MONDAY AUGUST 31 1998 

THE week ahead 
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DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Bsntore investment Tsi 1 Alp 
Crifc 6% Cm. Pf. £24® 

Derby Tst. 7.608p - 
Investment Co. 3p 
J*myn knob Props. 7.25% 
Conv. Unsec. 2008 £1:6089 
OUM Com. Tab 4.5p 
Do.UrttSl3.5p 
Paridand 42% Cm. 2.1 p 
Psfftnere Hdgs.lp 
Prowtinfi 145% can. 725p 

■ TOMORROW 

Abbey National Funcfing S.1% 

Dual Curr. Nts. 1999 Y2.54156 
Aberdeen (City oQ 10.8% Fkt 
2011 £540 

Associated British Foods 4J2Sp 
Barclays Bar* Not. Cm. 
S0A219 

Da Non. Cm. Series2 $0.1406 
Do. Non, On. Series Dl 
$0.4313 

Do. Non. Cm. Series D2 
S0.1437; Da Units S05S2S 
Da Series D PL $0575 
BerrfiekJ & Rea fmst Tsb 35p 
Berkeley Grp. 7 Jap 
Cable & Wireless &Sp 
City erf Oxford tnvst Tat 12p 
Coventry Bldg. Soc. 12Vfc% 
Perm, tnb £60625 
Dewhurst l-05p 
Da A Nan. Vtg. 1.06p 
'Dyson (JftJ) 4JMp 
Do. A. Non. Vtg. *L04p ' 
Enterprise l.66p 
Eurocopy 0.45p 
Export Impart Bank of Japan 
8U% GW. Bds. 1999 S431.2S 
Fleming Cteuerftouse InvsL Tsb 
lASp 


UK COMPANIES 

■ TOMORROW 
BOARD MEETINGS: 

Finals: 

Macro 4 
Interims: 

BCHGrp. 

Burst 

Cakfezbum 

CRH 

EcOpseBtdgs. 

Finlay (James) 

(BC Grp 
London Bridge 
Marshalls 
Peridns Foods 
Singer a Fyfcdtander 

■ WEDNESDAY 
SEFTB4BER 2 
COMPANY MEETINGS: 

Syttons, The Brewery. Chiswefi 
St. E.C. 1150 

BOARD MEETINGS: 

Finals: 

Britt Allcraft Co. 

Lirrx Printing Tech. 

Monsoon . . 

Roxspur 

Interims: 

Ascot 
Beauford 
Darby Grp. 

Enterprise 03 
Fiytng down 

Graham Grp ■■ , 1 j ‘ 

Guardian TT "" 

Hampden Grp. 


Ran^ income i Capitat fcwst 

Tsb 1.5p 

Port Motor Col $ 0X2 
Fortune Brands S021 
Greece Fungdom of 5% La 
1914 625p 

KaBax B%% Bds. £2.18750 
Do. 12% Sub. Bds. £3000 
inco S0D25 

hgerertbRandCa 30.15 
Inti. Greetings 6p 
framd<Bepubfco09%Cap. 
2006 k450 
Lasctways 4J2p 
London (County Of) 2 fc% 

Cored. COB2S 

Low S Bonar 58% Cm pf. 
1-925p 

Da 6% Cm. Pt 2.lp 

Da B% 2nd. Cm. 2.1p 

Liras Inds. 614% Cm. Pf. * ' 

£275p 

MetropoBan Water Board 3% 
193442003 £150 
Sanctuary HousmgAssocarion 
8%% 1st Mort Db. 2031 
£4.1875 

Sanyo Sectric Co. 5.1% 1999 
Y510XB0 

Scottish ft Newcastle I559p 
600 Grp. 4p ~ ; 

Slough Estates 4.125p 
OaGm.PL4.125p 
Smith (WH) Non. Cm. Pf. 
5_885233p : * 

Thames Water' 25p 
Trsiscanada PipeOnas 16%% 
Morb Bds. 2007 &25p 
■ WBXESD AY 
SEPTEMBER 2 


BBck5p - 
Compco Hdgs. 35p 
Countryside Props. 1-25p 
Yates Brothers Wne Lodges 
25p 

■ THURSDAY' 

SEPTEMBER 3 

British Gov’t 9% Conw. 2000 
£450 

John Lusty Grp, (X2p 
Stawsi^Sp 

Yorkshire Water O50C25 d 

■ FRIDAY 

Abbey National Treasury 
SarvtoesGtd.Tec FRN. 2006 
FFr9850 

Abertorth Smaller Co. Tsb 2.75p 
Abariorih Spfir Levs! Tst 45p 
Do. Units 49p 
Banner Homes Orp. 2p 
Boeing CaSO.14 
Domino Printing defences 5p 
Etflnlx^flh UK Tractor Tst 22p 
FstpaiTmting Grp. l^flp 

Jupiter Extra income Tst ' 
l56S75p 

Uoyds BanitSub. FRN. 1999 
£2048 

Man (£D- & F) 8p 
Waste recy c 5ng Grp. Ofip 

■ SATURDAY ' 
SEPVSHBER5 


lV 

»•••••••• 




TO SAVE ALL V 
THESE TREES WE \ ■ 
•tHELPCBOP •* 
\ DOWN THIS ONE. • 

.VAV. 

M#:; 
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Abbey NNtoirt Fundfaig SJW6 
Nts. 2000Y2A1656 


a *r-i 

racnon rau 
Hon Grp. 
MacCartane Grp. 


Adam ft Herwy Grp. I85p 
» SUNDAY 
Sa>TBWBB 16 

Bank of Greece 10%% Ln. 2010 
£5375 7 


Grafton ftp. - 

■■ — ■ a —-a. * 


radar. 


ParteoGrp. 

Photo-Melotb - ’ 

Regal Hotel Grp. 

Sereo Grp. 

SkyePharma 
Smurfit (Jefferson) 

Whatman 

■ THURSDAY SS J TS4BS? 3 

COMPANY MEETINGS: 

Edinbursrfi Japan Tst, 

Don a ldson Hsa, 96 Haymarfcet 

Terr^ Edinburg. 12.00 

BOARD MffiTWGS-- 

Finals 

FbiefistGrp. 

lAFGrp. 

isotron 

Interims: 

Abbot Grp. 

Amec 

Avonsfde Grp. 

Boosey & Hawtes 
Cattles 
Church ft Co. 

Churchffl China 

Ctubhaus 

Ctydeport 

DCS Grp. . . 

Delphi Grp. 
estates General •: 

Evans KatatrarWdgs. « - 
Friendly Hotels 


Nortsh 

Senior engineering Chp. 
Shiugh Estates 


Wictoe 

WBsoa (Ccnnh) 

■ FWDAY SEPTEMBER 4 
COMPANY MATINGS: 

Fmipal Trading Co^ Queen 
Szabeth Conference Centre, 
Broad Sanctuary, SlW. 12.00 
BOARD MEETINGS: 

Finals: 

Pacific Horizon . 

In te rim s : 

Hammarson 

Knat 

Company m eeti n gs en annual 
general meet in gs unless 
otherwise stated. 

Please note: Reports aid 
accounts are not normafly 
. auailabte untfl approximately ate 
weeks after the board meeting 
to approve the prefirronary 
results. 

This Qstis not necessarfly 
comprehensive since 
companies as no longer 
otfiged to notity the Stock 
&*hB*^otJrnrairwrrf 
announcements. 
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wring m Ac Ma ob t hby 0&g a ibe 
aftbesifcdov. 
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- All Futures, Options 

& Margined Forex 
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REAL-TIME ELECTRONIC FOREX DEALING 

.. :'~DE price* filed, ch.’.rti ind is*. ••••.•'■ 

({iu$} 4 v . ’ . t' . ' xt. 1 ! sag i gg s a tv* m 

E*.'<:.-.ij: rs:*ji.-r2-* . for'.'x-cinc. co.uk * Tel: -••14 |0)IS>92 SCtSsSfl 


Argus Gas Connections^ 

g - ;:*■' Petroleum Argus 

Free ‘ :..*•! -4 '. :-59 £7?2 'v!:v.**.v/;v; y.\. ••• .* 


The LDtSJGJ4L.SemharwiH show you bow the JBBtets REALLY work. The 
assKcto n£as Mtoiqaes of (be topadaiy WJ>. Gafln cu incBeaae your (iRrfb 
aid anuin your ton rtowTTbWi ibe sacaeL ’ s ^L h . 

Book rauKpKEB puce niofeM6I4M0m ^imiwaww 


^ Futures a Dpiions 
-Online Trading 
►Margined FOREX 
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are ur mi aoo 

are mi mi aoo 

mi am 
un aoo 
mt aoo 

M2 aoo 
4.19 200 

iSLtt 200 
M70 900 

ISO* 200 
TOSS 200 
1943 200 

1*26 200 
1945 zm 
IMS 200 
IMS 200 
1025 COO 

iror 200 
*sa am 
gas aoo 
ass aoo 

905 om 

90 a aoo 

MS 000 
ms aoo 
90 s am 
905 aoo 
90 s om 
905 aoo 
sos om 
*78 aoo 
ra«7 2m 
nos cm 

CTOS 200 
MSI 200 
SOT 1402 1SJB 200 
150 11.9* 1205 200 
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1570 1&03 

1579 150* 

1513 1519 
C3A3 earn 
23.42 C*4B 
1550 1525 

1519 1523 

1519 1523 

C53B C*44 
2009 2044 

mao 2144 
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£141 7147 

1517 1521 

1575 1579 
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BANK OF CRETE S.A. 
INVITATION FOR EXPRESSIONS OF 
INTEREST IN PURCHASING THE TOTAL 
ASSETS OF ECON INDUSTRIES SJV. 

The Bank of Ciac SA 1 15 MatoiNm 5wei. Alban 106 71 L a» sjxxtri 
h pd w r oi ibe eta npa uy ECON Indaonc* S.A. oUhhshed ai Maiinpnolo. 
Asm. ibcmfttr “ ibe comp»n\') which b*» hern placed under special 
hq uid g t n o as per aroclc 4t« nf Law 180302) h> decBHn No 7IM/I«NR of 
the Athens Coon uf App.il, unites iuieteMed hayexv h» submit, wuhin 
twenty |30» days from the puMiraiKW date of the pinetu iniirjinm. a 
MMKfauxhuc wnueo expn^uoa of mrerea far puichaMnju the Mu) assets, as 
o whole; of the nanpany referred M bekns* 

BRIEF DESCRIPTION 

The w*» C M a h la he d to lWM. hi May IW7. n ceased b>opeiair and 

oo — -07-08 it w placed under special IspiaUain m auvnlancr with anxle 
*» N Law ItfttltoThc romjBm>'s fmiirai was the nunsfacnm.' ad sale 
of engsoeeimy. etccco-opncal and rheme products. 

ASSETS FOR SALE 
The assets for sale cansrj .rf 

It AD indnsmal complex in ibe prceiiM’ts ol ihr inuuKipalui of 
Maikoponlo. Altai, on a phn of (and AwiU 5ailUltiiC in ai.-j wilh 
baildiDp. eotennr about ,1^0Um3 and 1.500 m2 umln coasutaiion 
leuwioe pmvls i. 

2> Ad uwlovtna) cocnpfct m ibe prcsiaLLs of ibr munnifoluy of Spain. 
Aiuca. cm a pk* of land of ubuut 52.KiWni2 wuh hnildu.es invenuy 
abcau 4^0um2 wuh srtrw anJhoh nunuijilnnnc ncsJnncn 

.*• Tu*cnt\-y\ i2hi ncs furs* inofii for ihc nunufaclorr of hiyh prcstsMo 
maefamc puts, i e.. 

ai Four i -7 1 •srtUnary twllinr euuers 

hi Nine i*»j CSC TRAl'B and M.AHO nail tor imtn-r. 

ci Tu>ii2iluU4D-nudednB»wiih Siemens mtdivs 

d< Tusm’i Rir-sun-made S.TA.N. KOIMPORT iesi»ri«s 1 

ei One 1 1 ) I'fhbtufY tulw maje fn Z-M.V. Bui/ ana 
fi Seiea i?i C N.C. lathes made by TRAl'B. Chfoum 
pi One 1 1 « TRAl'H/H Y.V. - A V Oennao ptupohuin sssu-m 

4i Fnarteen i |J) machine* fit die prodos-tina m hifdi lechnaiupy upiieal 
viphli.1* 

at Three i si ausoaubc lots pnndtne and psifashmy machines 
bi One i i i 'cnn autamaiic nuchnk: fiq* txini faindini: and 

pottshmv lenses 

c> Onr 1 1 ) uiumuiic mxhme 

<fl One 1 1 1 FindiTHRODl Iras-maLnK machine 
ei Two I2i JEAN MTRTZ mruiiari leas acAuw ntahuies 
fi One 1 1 1 German LOl 1 atutucjiic i antenn^ jiid hi.ch-pm.Tjnn 
duueterruibDr ouchinr 

l ) One • 1 » Swiss BaLZEXS nptaal antinj; nu,*bmr 

bi Ctae 1 1 1 Gcnun LOH User tens-ranh-nn* Burhuw' 

J) Mu turns fur prodnam die rlisimiH comproeois pf ti nuol »isumv 
ampliOcn and aidcsvs, i e 
a) Three iJipmaeJs-uroii hoard MiUrrer. 

bi Oaeilipnunlcunuf foard proefonr 

ci One 1 1 1 cimiii pnedre 

>fi TwoOicMccunm 

e> Two 1 2 > temperature X hunodil) chamber* 
fi Three (ij KIOMC pruned eucui Kiaid avsouhk'n 

B 1 One 1 1 • SON1COR pruned unini fwanl cleaner 

6l Onr MIlVTOYO^ualii.s cootiol system 

7) Frances ( 14 ■ mxhmrs [.a workshop IrOUip. auuhary Hid jod small 
panu 

S) Ooc i licfcop>^»cliimy axl phcwpiaie-coaunf Cfictipiesjic 

9) Pbospbaic cokihb bailis 

tCU One saBdMatfms men 

ID Ok i 1 1 shavings colander 

J3l Ftftf-eihnpitohjDF sysian 

13i Other Bpnpraera i tarranm. rnenuK. office cWsv Fr.s. cu - 1 

Also on sale are the tumpany name and trade rank. Ihc c>unpau.s ’> 

pamcijwsni m anoitgi oonpasirv. tic claims and any oilier clcmcm of us 

»wis 
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Hunt for bargains „■ sr n *-■=---*** 


POUND SPOT FORWARD AGAINST THE POUND 


By Stoma Huper 

Only fools and geniuses pick 
the tops and bottoms of mar* 
kets. But some traders will 
be tempted to try this week, 
so far have many currencies 
fallen. 

Bargain-hunters would be 
encouraged by soothing 
words from Alan Greenspan, 
the Federal Reserve chair- 
man who will be attending 
the annual academic confer- 
ence in Jackson Hole. Wyo- 
ming. They Will also want to 
see whether Boris Yeltsin 
resigns as president of Rus- 
sia - and who would replace 

hipi. 

Some currencies embarked 
on a rebound Iasi Friday, 
with the Norwegian krone 
soaring and the Australian 
and Canadian dollars show- 
ing signs oT life. 

Even the Russian rouble 
bounced modestly on Friday. 
It set off the present turmoil 
when it was devalued two 
weeks ago. prompting Russia 
to default on part of its debt 
and starting talk of further 
devaluations elsewhere. 
Rouble trading in Moscow 


has been suspended, as Rus- 
sia tries to escape the prob- 
lems or free markets by clos- 
ing them. 

However, big banks in the 
west are still trading the 
rouble. The Chicago Mercan- 
tile Exchange and the 
Emerging Markets Traders 
Association, based in New 
York, have begun setting a 
rouble rate each day based 
on prices quoted by the main 
banks. 

On Friday the rouble was 
fixed at 12JS63 to the dollar, 
but during the day it firmed 
to between 11 and 12. 

That is a rather slim 
recovery, given that a month 
ago the currency stood at 
about 6-20 to the dollar. The 
rouble’s rates are quoted on 

EMTA’s Reuters page. 

Perhaps the main candi- 
date for a bounce this week 
is the dollar itself. Normally 
a safe haven from turmoil, it 
plunged nearly 5 pfgs 
agains t the D-Mark on Fri- 
day, as traders decided that 
the present panic might 
push the Federal Reserve 
into cutting US interest 
rates. 
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EURO PRICES 


equities 


Europe hopes to catch breath 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 
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BffiOPSUiOY BWIEW 

ByPWBpOoflpn, 

itetete&Bnr 

European. markets will be 
hoping that this week pro- 
vides them with the oppor- 
tunity to get oat of the fzQ- 
spin which affected them in 





There was no respite for 
the continent’s bourses on 
Friday, when the Russian- 
induced decline carried 
share prices do wn an other 
1-2 per cait The FTSE Bum- 
top 100 index dropped 52.17 
or 2 per cent to £538.2 while 
the broader Eurotop 300 
slipped 19RS to UOOS2. The 


n5EEm#p30paroMoc 

w 3-;^-V 

14M _ U. 


FTSE EBtoc 100 index, which 
focuses on stocks to the core 
euro countries) dropped 1&Q2 
to 909.44. 

Although many investors 
mu st have felt to Head of a 
dank after, a hard week, the 
breweries, pubs and restau- 
rants sector was toe worst 
performer an toe day, fan tog 
5u5 per cent, with Bass down 
Ben T-lO to Ecu T2JXL The oil 


cent, with Enterprise Oil 
down Ecu 0.40 to Ecu 5J& 
ahead of results this week. 

Some of the po r^ iai defen- 
sive sectors did avoid the 
downturn, however, with 
water stacks and food rescu- 
ing both up on the day. 

■ : Tf -m-M 




This week wQl see meet- 
ings of both the European 
Central Bank and toe Bund- 
esbank council but the for- 
mer la not expected to pro- 
duce say policy, pronounce- 
ments and toft latter is 
unlikely to result In any 
change in interest rates, 
given low inflation in Ger- 
many and recent stock mar- 
ket m T MTj l ffOT ? 

With Buie European eco- 
nomic sews rat the schedule , 
bourses are i£kety to be prey, 
once more, to events to 
exnexytog markets. 

Ian Barnett, director of 
European strategy at BT 
Alex Brown, says that the 
largest stocks are likely to 


offer the bast protection in 
the longer term from the 
current tnimofl. 

Be says: “In the short 
term, xuU and, small caps are 
likely to benefit from a 
sell-oil to large-cap stocks 
owing to current volatile 
market conditions. However, 
we would expect to see the 
large-cap stocks rebound 
once the market realises 
mid/small caps offer little 
value. 

/“in the longer term, we 

beliewj the trend of Large-cap 
outpexfarmance is set to con- 
tinue, due to the merits of 
international diversification, 
greater pricing power and 

the economies of scale." 


FTSE Actuaries Share Indices 


turopoan scries 
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At Credit Suisse First Boston, we look at both sides of the coin. The introduction of the 
euro will effect a momentous change, not only in Europe but across alf financial 
markets. Credit Suisse First Boston is unique among the world's leading investment 
banks in its combination of global reach and resources with European “home market” 
presence and capabilities. Change means opportunity. 
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FT GUIDE TO THE WEEK 


MONDAY 31 
Clinton’s travels 

US president SID Clinton is scheduled 
to fly to Moscow for meetings with 
beleaguered president Boris Yeltsin. He 
will leave Russia for Northern Ireland 
on Thursday, returning to the US on 
Saturday. 

Diana memories 

A series of events in London marks the 
first anniversary of the death of Diana, 
Princess of Wales, Including special 
prayers said during normal services at 
Westminster Abbey, a requiem mass at 
Westminster Cathedral and a memorial 
unvoted to Diana and Dodi Fayed at 
Harrods department store. 

Israel budget talks 

Final government discussions are held 
in Jerusalem on Israel’s 1999 budget 
The talks resume on Sunday when 
allocations and cuts recommended by 
the finance minister will be debated. 

Rwanda hearing 

A pre-sent anting hearing is held in 
Arusha. Tanzania of former senior 
official Jean Kambanda at the 
International Criminal Tribunal for 
Rwanda (ICTR). 

Women's congress 

The opening ceremony of China’s 8th 
National Women's Congress is held in 
Beijing (to September 5). 

Cricket 

Test match, Foster’s Oval: England v 
Sri Lanka (end). 

Tennis 

Flushing Meadow, New York: US Open 
(to September 13). 

Holidays 

Malaysia, Kyrgyzstan. Moldova. UK. 


TUESDAY 1 


Ground rules 

Members of Airports Council 
International, the Geneva-based world 
airports body, begin a four-day 
conference on airport safety In Riga, 
Latvia. The conference wiB 



RnveUer# taka to ttw streets today far London's Netting HI Carnival, biggest event of its kind outside Rio do Jaraero, foBowing y es ter day ’ s op ening chfefcen’s parade 



cover safety on the apron and 
runways, including snow removal and 
de-ldng procedures, how to 
minimise human error, handling 
emergencies and the “economics of 
safety". 


Other economic news 

Tuesday: The National 
Association of Purchasing 
Managers index in the US 
should rebound, from 49.1 
to around 51 , in the wake of 
the and of the GM strike. 
Meanwhile, the leading index 
of US economic indicators 
for July is expected to have 
risen appreciably. 

In Frankfort, the European 
Central Bank meets for the 
first time since the summer. 
Thursday: The real spending 
of Japanese households in 
July is likely to have 
decreased further, to an 
annual negative rate of 0.7 
percent. Overall demand is 
likely to remain sluggish, as 
household incomes are 
weak and unemployment 
continues to rise. 

In the UK, the purchasing 
managers index for August 
should underline the slower 
pace of growth in the 
service sector. But 
inflationary pressures could 
show up in the prices 
charged index. 

Friday: The US employment 
report for August will show 
strong growth in non-farm 
payrolls, as 140,000 GM 
strikers returned to work. An 
increase of over 300,000 is 
expected, after July’s small 
66.000 rise. 


Mediation plan 

Envoys from the Economic Community 
of West African States and the 
Organisation of Portuguese-speaking 
States hold talks in Abidjan on 
possible joint mediation in 
Guinea-Bissau’s civil war. 

Democratic step 

The Nigerian m flitary government’s 
Independent National Sectoral 
Commission, set up to oversee 
transition to civilian rule, is sworn in. 

Caspian enmeh 

Deputy foreign ministers of the five 
Caspian littoral states - Russia. 
Azerbaijan, (ran, Turkmenistan and 
Kazakhstan - plan to meet in Moscow 
to try to resolve the legal status of the 
Caspian Sea, a dispute which has 
been running since the break-up of toe 
Soviet Union in 1991. The Caspian 
basin has an estimated reserve of 
15bn tonnes of OH. A resolution wiR 
allow development of seabed 
resources. 

Chemical reaction 

Start of a four-day session of the 
Organisation for the Prohibition of 
Chemical Weapons in The Hague. 

Danube discussion 

The ninth conference of the working 
group for river and land traffic for 


i countries along the Danube river is 
convened (n Belgrade (to September 
5)- 

State summary 

President Ernesto Zedillo delivers 
Mexico's annual state of the nation 
address to congress. 

Holidays 

Slovakia, Uzbekistan, Mexico. 

WEDNESDAY 2 


. Budget fireworks 

1 Germany’s general election campaign 
takes over the Bundestag for two days 
as MPs meet for the final session of 
the tower house of the Bonn 
parliament before the September 27 
poll to debate the first reading of the 
1999 federal budget The details of toe 
DM465bn (£156bo) budget wtt be 
eclipsed by political fireworks as each 
party seeks to score points with the 
voters. The high point is likely to be a 
rhetorical duel between Helmut Kdhf, 
the chancellor, and Gerhard SchrQder, 
his challenger from toe opposition 
Social Democratic Party. 

Nato review 

Ambassadors from the North Atlantic 
Treaty Organisation military alliance 
meet in Brussels to review 


developments in the Serbian province 
of Kosovo. 


I Population points - 

| The United Nations Population Fund 
. publishes its annual State of World 
Population. This year’s report refutes 
I claims that toe "population explosion Is 
over*. Even though fertility rates are 
falling in large parts of toe world, 
unprecedented numbers of young • 
people are now entering their 
child-bearing years as a result of past . 
high fertility. 

Athletics 

Berln Grand Prix. 

Holiday 

Vietnam. 

FT Survey 

Review of Information Technology. 


THURSDAY 3 


Korea-Japan talks 

Hong Soon Young, South Korea's 
foreign affairs and trade minister, 
arrives in Tokyo to hold two-day 
meetings with MasaWko Kornura, 
Japan's foreign minister. They wDI 
discuss details for the planned visit by 
South Korea’s president, Kkn Dae 


Jung, to Japan In October. The two 
countries have agreed to make efforts 
to conclude a new fisheries agreement 
before Mr Dae Jung's visit 

Belfast visit 

US President Biff Clinton ends his visit 
to Russia and travels on to Northern 
Ireland. There he is expected to meet 
toe newly-elected Northern Ireland 
Assembly and deliver a speech before 
traveling south to Dublin. On Friday he 
meets Irish prime minister Bertie Ahem, 
makes a speech, and ffies to western 
Ireland. . 

Golf 

Crans-sur-Sierre, Switzerland: 

European Masters (to September 6). 
Milwaukee: Greater Milwaukee Open 
(to September6). 

Holiday 

Qatar 

FT Surveys 

Aerospace; FT Auto. 

FRIDAY 4 

Economic advice 

KBcfti Miyazawa, Japan’s finance 
minister, is expected to hold talcs with 
Robert Rubin, US treasury secretary, in 


San Franck 

views on Japarfs 

flnancia ' 52J5L . 

economic measures to 
Japanese economy- 

Private affair 

hltefnaaof>a ^S^^SJ of Privacy 
Greece. on TJ® Europe Canada and 
wito experts from 

the US speaking on mean ng 

privacy” (to September 6). 

FT Survey 

Re-Insurance- 


SATURDAY 5 


Different drums 

Two competing African-Anwjc^^ 
sofidarfty marches are 
5 today’s Million Yotfh March 
in New Yoric City is organised &Y • 

Khalfld Muhammad, ousted leader of 

toe Nation of Islam P 0, J^Jf? vaftwnt 
Muhammad aims to repeat me 
success of the movement si 99= 

Million Man March, but feces 
competition from toe rival MJMronVouth 

Movement, a weekend of activities In 

Atlanta culminating in a march on 
Monday. 

Assembled at last 

North Korea’s Supreme People’s 
Assembly convenes in Pyongyang for 
the first time In eight years. 

EU gathering 

Eu ropean Union foreign ministers hold 
an informal meeting In Salzburg (to 
September 6). 


SUNDAY 6 


A European Information technology 
forum “impact of the internet on the 
Global Economy - Can Europe 
Compete?” is held in Paris (to 
September 6). Full programme on 
http://vwwJdcresearch.it/fonjm/ 
ftforum/ 


Novelists) World Congress is held in 
Helsinki (to September 11). 

day 

Pakistan. 
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ACROSS 

l Frank, ensnared In . sex 
scandal tells all (8) 

5 Possibly take artilleryman 
into unarmed combat (6) 

10 Hamlet, say, to give con- 
sort (5) 

U Puffin a suitable bird for 
Long John Silver? 04) 

12 Many cheer the reforma- 
tion of Satan (4-5) 

13 Singer with only half a 
score gets nothing right (5) 

14 Optimistic sign ffivan to the 
orchestra (6) 

Z5 Complaint results from 
French gent leaving 
umbrella unfurled (7) 

13 Calmed down when every- 
one agreed (7) 

20 Sculpting statue is tricky 
(6) 

22 Chaos that’s normal as fim 
gets out of control (5) 

24 Time to break up when pol- 
icy matures (3.2,4) 

25 Cover for soldiers in scrap 
beset by many at summit 
<*S) 

28 Extravagant when out and 
about (5) 

27 Defeat lodks for from good 
in the record (6) 

28 Tgp observed to be crooked 


DOWN 

1 Aim by listener to win 
affection (6) 

2 Source of income for a 
school head (3) 

3 Musical call to arms 
(5A4.31 

4 Beginning the northern 
dimb(T) 

6 An unpleasant job for a vil- 
lain? 11,5,3.2,4) 

7 Protection, with strings 
attached (5) 

3 Always includes ten at the 
outside (8) 

8 The instruction be gets vUl 
be brief (6) 

18 The appearance of Ban- 
quo’s ghost for example 
(4,3) 

17 Standard fails in produc- 
tion of Wagner opera <S) 

19 Children chase around 
duck (6) 

20 It’s up to dad perhaps to 
find the right result (3^2) - 

21 Threaten one politician 
with death (6) 

23 Hanging wasn’t good 
enough for Polonius (5> 
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FT GUIDE TO THE WEEK 


MONDAY 31 
Clinton’s travels 

US president SID Clinton is scheduled 
to fly to Moscow for meetings with 
beleaguered president Boris Yeltsin. He 
will leave Russia for Northern Ireland 
on Thursday, returning to the US on 
Saturday. 

Diana memories 

A series of events in London marks the 
first anniversary of the death of Diana, 
Princess of Wales, Including special 
prayers said during normal services at 
Westminster Abbey, a requiem mass at 
Westminster Cathedral and a memorial 
unvoted to Diana and Dodi Fayed at 
Harrods department store. 

Israel budget talks 

Final government discussions are held 
in Jerusalem on Israel’s 1999 budget 
The talks resume on Sunday when 
allocations and cuts recommended by 
the finance minister will be debated. 

Rwanda hearing 

A pre-sent anting hearing is held in 
Arusha. Tanzania of former senior 
official Jean Kambanda at the 
International Criminal Tribunal for 
Rwanda (ICTR). 

Women's congress 

The opening ceremony of China’s 8th 
National Women's Congress is held in 
Beijing (to September 5). 

Cricket 

Test match, Foster’s Oval: England v 
Sri Lanka (end). 

Tennis 

Flushing Meadow, New York: US Open 
(to September 13). 

Holidays 

Malaysia, Kyrgyzstan. Moldova. UK. 


TUESDAY 1 


Ground rules 

Members of Airports Council 
International, the Geneva-based world 
airports body, begin a four-day 
conference on airport safety In Riga, 
Latvia. The conference wiB 



RnveUer# taka to ttw streets today far London's Netting HI Carnival, biggest event of its kind outside Rio do Jaraero, foBowing y es ter day ’ s op ening chfefcen’s parade 



cover safety on the apron and 
runways, including snow removal and 
de-ldng procedures, how to 
minimise human error, handling 
emergencies and the “economics of 
safety". 


Other economic news 

Tuesday: The National 
Association of Purchasing 
Managers index in the US 
should rebound, from 49.1 
to around 51 , in the wake of 
the and of the GM strike. 
Meanwhile, the leading index 
of US economic indicators 
for July is expected to have 
risen appreciably. 

In Frankfort, the European 
Central Bank meets for the 
first time since the summer. 
Thursday: The real spending 
of Japanese households in 
July is likely to have 
decreased further, to an 
annual negative rate of 0.7 
percent. Overall demand is 
likely to remain sluggish, as 
household incomes are 
weak and unemployment 
continues to rise. 

In the UK, the purchasing 
managers index for August 
should underline the slower 
pace of growth in the 
service sector. But 
inflationary pressures could 
show up in the prices 
charged index. 

Friday: The US employment 
report for August will show 
strong growth in non-farm 
payrolls, as 140,000 GM 
strikers returned to work. An 
increase of over 300,000 is 
expected, after July’s small 
66.000 rise. 


Mediation plan 

Envoys from the Economic Community 
of West African States and the 
Organisation of Portuguese-speaking 
States hold talks in Abidjan on 
possible joint mediation in 
Guinea-Bissau’s civil war. 

Democratic step 

The Nigerian m flitary government’s 
Independent National Sectoral 
Commission, set up to oversee 
transition to civilian rule, is sworn in. 

Caspian enmeh 

Deputy foreign ministers of the five 
Caspian littoral states - Russia. 
Azerbaijan, (ran, Turkmenistan and 
Kazakhstan - plan to meet in Moscow 
to try to resolve the legal status of the 
Caspian Sea, a dispute which has 
been running since the break-up of toe 
Soviet Union in 1991. The Caspian 
basin has an estimated reserve of 
15bn tonnes of OH. A resolution wiR 
allow development of seabed 
resources. 

Chemical reaction 

Start of a four-day session of the 
Organisation for the Prohibition of 
Chemical Weapons in The Hague. 

Danube discussion 

The ninth conference of the working 
group for river and land traffic for 


i countries along the Danube river is 
convened (n Belgrade (to September 
5)- 

State summary 

President Ernesto Zedillo delivers 
Mexico's annual state of the nation 
address to congress. 

Holidays 

Slovakia, Uzbekistan, Mexico. 

WEDNESDAY 2 


. Budget fireworks 

1 Germany’s general election campaign 
takes over the Bundestag for two days 
as MPs meet for the final session of 
the tower house of the Bonn 
parliament before the September 27 
poll to debate the first reading of the 
1999 federal budget The details of toe 
DM465bn (£156bo) budget wtt be 
eclipsed by political fireworks as each 
party seeks to score points with the 
voters. The high point is likely to be a 
rhetorical duel between Helmut Kdhf, 
the chancellor, and Gerhard SchrQder, 
his challenger from toe opposition 
Social Democratic Party. 

Nato review 

Ambassadors from the North Atlantic 
Treaty Organisation military alliance 
meet in Brussels to review 


developments in the Serbian province 
of Kosovo. 


I Population points - 

| The United Nations Population Fund 
. publishes its annual State of World 
Population. This year’s report refutes 
I claims that toe "population explosion Is 
over*. Even though fertility rates are 
falling in large parts of toe world, 
unprecedented numbers of young • 
people are now entering their 
child-bearing years as a result of past . 
high fertility. 

Athletics 

Berln Grand Prix. 

Holiday 

Vietnam. 

FT Survey 

Review of Information Technology. 


THURSDAY 3 


Korea-Japan talks 

Hong Soon Young, South Korea's 
foreign affairs and trade minister, 
arrives in Tokyo to hold two-day 
meetings with MasaWko Kornura, 
Japan's foreign minister. They wDI 
discuss details for the planned visit by 
South Korea’s president, Kkn Dae 


Jung, to Japan In October. The two 
countries have agreed to make efforts 
to conclude a new fisheries agreement 
before Mr Dae Jung's visit 

Belfast visit 

US President Biff Clinton ends his visit 
to Russia and travels on to Northern 
Ireland. There he is expected to meet 
toe newly-elected Northern Ireland 
Assembly and deliver a speech before 
traveling south to Dublin. On Friday he 
meets Irish prime minister Bertie Ahem, 
makes a speech, and ffies to western 
Ireland. . 

Golf 

Crans-sur-Sierre, Switzerland: 

European Masters (to September 6). 
Milwaukee: Greater Milwaukee Open 
(to September6). 

Holiday 

Qatar 

FT Surveys 

Aerospace; FT Auto. 

FRIDAY 4 

Economic advice 

KBcfti Miyazawa, Japan’s finance 
minister, is expected to hold talcs with 
Robert Rubin, US treasury secretary, in 


San Franck 

views on Japarfs 

flnancia ' 52J5L . 

economic measures to 
Japanese economy- 

Private affair 

hltefnaaof>a ^S^^SJ of Privacy 
Greece. on TJ® Europe Canada and 
wito experts from 

the US speaking on mean ng 

privacy” (to September 6). 

FT Survey 

Re-Insurance- 


SATURDAY 5 


Different drums 

Two competing African-Anwjc^^ 
sofidarfty marches are 
5 today’s Million Yotfh March 
in New Yoric City is organised &Y • 

Khalfld Muhammad, ousted leader of 

toe Nation of Islam P 0, J^Jf? vaftwnt 
Muhammad aims to repeat me 
success of the movement si 99= 

Million Man March, but feces 
competition from toe rival MJMronVouth 

Movement, a weekend of activities In 

Atlanta culminating in a march on 
Monday. 

Assembled at last 

North Korea’s Supreme People’s 
Assembly convenes in Pyongyang for 
the first time In eight years. 

EU gathering 

Eu ropean Union foreign ministers hold 
an informal meeting In Salzburg (to 
September 6). 


SUNDAY 6 


A European Information technology 
forum “impact of the internet on the 
Global Economy - Can Europe 
Compete?” is held in Paris (to 
September 6). Full programme on 
http://vwwJdcresearch.it/fonjm/ 
ftforum/ 


Novelists) World Congress is held in 
Helsinki (to September 11). 

day 

Pakistan. 
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ACROSS 

l Frank, ensnared In . sex 
scandal tells all (8) 

5 Possibly take artilleryman 
into unarmed combat (6) 

10 Hamlet, say, to give con- 
sort (5) 

U Puffin a suitable bird for 
Long John Silver? 04) 

12 Many cheer the reforma- 
tion of Satan (4-5) 

13 Singer with only half a 
score gets nothing right (5) 

14 Optimistic sign ffivan to the 
orchestra (6) 

Z5 Complaint results from 
French gent leaving 
umbrella unfurled (7) 

13 Calmed down when every- 
one agreed (7) 

20 Sculpting statue is tricky 
(6) 

22 Chaos that’s normal as fim 
gets out of control (5) 

24 Time to break up when pol- 
icy matures (3.2,4) 

25 Cover for soldiers in scrap 
beset by many at summit 
<*S) 

28 Extravagant when out and 
about (5) 

27 Defeat lodks for from good 
in the record (6) 

28 Tgp observed to be crooked 


DOWN 

1 Aim by listener to win 
affection (6) 

2 Source of income for a 
school head (3) 

3 Musical call to arms 
(5A4.31 

4 Beginning the northern 
dimb(T) 

6 An unpleasant job for a vil- 
lain? 11,5,3.2,4) 

7 Protection, with strings 
attached (5) 

3 Always includes ten at the 
outside (8) 

8 The instruction be gets vUl 
be brief (6) 

18 The appearance of Ban- 
quo’s ghost for example 
(4,3) 

17 Standard fails in produc- 
tion of Wagner opera <S) 

19 Children chase around 
duck (6) 

20 It’s up to dad perhaps to 
find the right result (3^2) - 

21 Threaten one politician 
with death (6) 

23 Hanging wasn’t good 
enough for Polonius (5> 
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